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FOREWORD 


Since the publication of Document No, 55 [3d Rev.] in 1951 (revis- 
ing the Merchant Marine Act, 1936, to January 12, 1951) there have 
been numerous amendments to that act. 

This compilation contains the Merchant Marine Act, 1936, as 
amended through the 84th Congress, and may be used in conjunction 
with Document No. 55 [3d Rev. i The public laws making the amend- 
ments since 1951 are included in appendix I. 

It should be noted that the United States Maritime Commission, 
created by section 201 of the 1936 act, was abolished by Reorgani- 
zation Plan No, 21 of 1950, effective May 24,1950. All the functions 
of the Commission and its Chairman were transferred by such plan 
to the Secretary of Commerce, except those specifically placed under 
the jur isdiction of the Federal Maritime Board in the Department 
of Commerce. However, some of the amendatory acts from the 82d 
through the 84th Congress refer to the Commission rather than the 
Secretary of Commerce. For this reason, the texts of the amendatory 
acts have been included as they appear in the statutes, and no attempt 
has been made to indicate whether a former function of the Commis- 
sion or its Chairman is now exercised by the Secretary of Commerce, 
by the Federal Maritime Board, or by the Maritime Administrator 
under a delegation of authority by the Secretary pursuant to section 
904 of such Plan No. 21 of 1950. In this connection, see subsection (e) 
of section 905 of the Merchant Marine Act, 1936, which was added by 
section 21 of the act of July 17, 1952 (66 Stat. 7 65) and which appears 
on page 76, infra. 

Certain amendments have also been made since 1951 to the Ship 
Mortgage Act, 1920 (sec. 30 of the Merchant Marine Act, 1920), and 
to the Merchant Ship Sales Act of 1946. The texts of these two acts 
as amended through the 84th Congress are also included in this com- 
pilation, and the public laws making the amendments are included in 
appendix I. 

Also included in this compilation are the texts of the Shipping Act, 
1916 and the Merchant Marine Act, 1928 as they were set out in 1951 in 
Document No. 55 [3d Rev.]. 

The footnotes in Document No. 55 [8d Rev.] which relate to the 
earlier texts of the Merchant Marine Act, 1936, the Ship Mortgage 
Act, 1920, the Merchant Ship Sales Act of 1946, the Shipping Act, 
1916, and the Merchant Marine Act, 1928, and which showed the suc- 
cessive amendments to such basic acts, have been omitted. 

Appendix IT contains certain other acts which were included in 
the appendix to Document No. 55 [3d Rev.], but the footnotes in such 
appendix which relate to the earlier texts of those acts have been 
omitted. Also included in appendix II are the Emergency Foreign 
Vessels Acquisition Act, Public Law 569, 83d Congress (68 Stat. 675) 
and the Merchant Marine Medals Act, Public Law 759, 84th Congress 
(70 Stat. 605). 
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MERCHANT MARINE ACT, 1936 
(Revised to August 7, 1956) 
[49 Stat. 1985, approved June 29, 1936] 
AN ACT 


To further the development and maintenance of an adequate 
and well-balanced American merchant marine, to promote the 
commerce of the United States, to aid in the national defense, 
to repeal certain former legislation, and for other purposes. 


Be it enacted by the Senate and House of Representa- 
tives of the United States of America in Congress 
assembled, 


Tirte I—DeciaRATION oF Poticy 


Section 101. It is necessary for the national defense 
and development of its foreign and domestic commerce 
that the United States shall have a merchant marine (a) 
suflicient to carry its domestic water-borne commerce and 
a substantial portion of the water-borne export and im- 
port foreign commerce of the United States and to pro- 
vide shipping service on all routes essential for maintain- 
ing the flow of such domestic and foreign water-borne 
commerce at all times, (b) capable of serving as a naval 
and military auxiliary in time of war or national emer- 
gency, (c) owned and operated under the United States 
flag by citizens of the United States insofar as may be 
practicable, and (d) composed of the best-equipped, 
safest, and most suitable types of vessels, constructed in 
the United States and manned with a trained and effi- 
cient citizen personnel. It is hereby declared to be the 
policy of the United States to foster the development and 
encourage the maintenance of such a merchant marine. 


(Tirte [1—Unrrep States Maritime Commission * 


[Src. 201. (a) An agency is hereby created to be known 
as the United States Maritime Commission (herein- 
after referred to as the Commission). The Commission 
shall be composed of five persons, in this title referred to 
as members, to be appointed by the President by and 
with the advice and consent of the Senate. The Presi- 





1The United States Maritime Commission was abolished by Reorgani- 
zation Plan No. 21 of 1950, effective May 24, 1950, and the Commis- 
sion’s functions and those of its chairman were transferred as provided 
in such Plan to the Federal Maritime Board in the Department of Com- 
merce and to the Secretary of Commerce. 

The provisions of such Plan No. 21 of 1950, effective May 24, 1950, 
and of Plan No. 6 of 1949, effective August 20, 1949, which is referred to 
in such Plan No. 21, are set out in this compilation immediately after 
section 201 of the Merchant Marine Act, 1936, which is shown in black 
brackets [ J]. 

See also section 905 (e) of the 1936 Act on page 76, infra. 
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dent shall designate the member to act as chairman of 
the Commission, and the Commission may elect one of 
its members as vice chairman. The members of the Com- 
mission shall be appointed as soon as practicable after 
the enactment of this Act and shall continue in office as 
designated by the President at the time of nomination, 
for terms of two, three, four, five, and six years, respec- 
tively, from the date upon which they qualify and take 
office ; but their successors shall be appointed for terms 
of six years, except that any person chosen to fill a va- 
cancy shall be appointed bushy for the unexpired term of 
the member whom he succeeds. The members shall be 
appointed with due regard to their special fitness for the 
efficient discharge of the duties imposed upon them by 
this Act. Not more than three of the members shall be 
appointed from the same political party. A vacancy in 
the Commission shall be filled in the same manner as an 
original appointment. Any member may be removed by 
the President for neglect of duty or malfeasance in office. 
Vacancies in the Commission, so long as there shall be 
three members in office, shall not impair the power of 
the Commission to execute its functions, and three of the 
members in office shall constitute a quorum for the trans- 
action of the business of the Commission. Each member 
shall receive a salary at the rate of $12,000 per annum. 

[(b) No person shall hold office as a member of the 
Commission who, within three years prior to his appoint- 
ment, shall have been employed by, or have had any 
pecuniary interest in, any carrier by water or substantia] 
pecuniary interest in ‘any other person who derives a sub- 
stantial portion of his revenues from any business asso- 
ciated with ships or shipping. Each member shall de- 
vote his full time to the duties of his office. It shall be 
unlawful for any member, officer, or employee of the 
Commission to be in the employ of any other person, 
firm, or corporation, or to have any pecuniary interest 
in, or hold any official relationship with, any carrier by 
water, shipbuilder, contractor, or other person, firm, as- 
sociation, or corporation with whom the Commission 

may have business relations. 

[(c) The Commission shall, through its secretary, keep 
a true record of all its meetings and the yea-and-nay 
votes taken therein, on every action, order, contract, or 
financial transaction approved or disapproved by the 
Commission. It shall have an official seal which shall 
be judicially noticed, and shall adopt rules and regula- 
tions in regard to its procedure and the conduct of its 
business. 

[(d) The Commission may make such expenditures as 
are necessary in the performance of its functions from 
funds made available to it by this Act or hereafter appro- 
priated, which further appropriations are hereby au- 
thorized. 
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[(e) Without regard to the civil-service laws or the eS 
Classification Act of 1923, as amended, the Commission 
may appoint and prescribe the duties and fix the salaries 
of a secretary, a director for eaeh of not to exceed five 
divisions, a general counsel, a clerk to each member of 
the Commission, and not more than three assistants, a 
clerk to the general counsel, not more than a total of 
twenty naval architects or marine engineers, twenty spe- 
cial experts, twenty-two examiners, twelve attorneys, and 
two inspectors for each vessel at each shipyard at which 
vessels are being constructed by it or under its supervi- 
sion. No employ ee so appointed may receive an annual Salary limita- 
salary at a rate in excess of that provided under the Clas- . 
sification Act of 1923, as amended. The Commission 
may, subject to the provisions of the civil-service laws 
and the Classification Act of 1923, as amended, appoint 
such other officers, engineers, inspectors, attorneys, ex- 
aminers, and other employees as are necessary in the 
execution of its functions: Provided, That trained and 
satisfactory present employees of the United States 
Shipping Board Bureau or United States Shipping Employees — 
Board Merchant Fleet Corporation shall be lindas for andFene 
transfer to the Commission, and if after the expiration cite a 
of a probationary period of six months from the date transfer to 
of employment the Commission shall certify to the andcivil 
United States Civil Service Commission that the serv- "vice status. 
ices of any employee so transferred are satisfactory, 
the employee shall thereupon acquire the same status 
as though certified after examination by the Civil Serv- 
ice Commission. The Commission, under such rules and 
regulations as it may prescribe, may detail annually not 
to exceed five members of the personnel of the Commis- 
sion for engineering, technical, or other scientific educa- 
tion and training at Government expense at institutions 
for scientific education and research, to enable such per- 
sons to acquire advanced and specialized knowledge or 
training of particular advantage to the Commission in 

arrying out its functions under this Act. 

[(f) f) Each member, any employ ee of the Commission, sereing 
and any person detailed to it from any other agency of a 
the Government shall receive necessary tr aveling and 
subsistence expenses, or per diem allowance in lieu 
thereof, within the limitations prescribed by law, while 
away from his official station upon official business of 
the Commission. Whenever any officer (not exceeding 
five in number at any time) of the Army, Navy, Marine 
Corps, or Coast Guard is detailed to the Commission, he 
shall receive from the Commission, for the period during 
which he is so detailed, such compensation as added to 
his pay and allowances as an officer in such service will 
make his aggregate compensation equal to the pay and 
allowances he would receive if he were the incumbent of 
an office or position in such service (or in the correspond- 
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ing executive department), which, in the opinion of the 
Commission, involves the performance of work similar 
in importance, difficulty, and responsibility to that per- 
formed by him while detailed to the Commission. Ex- 
penditures by the Commission shall be allowed and paid 
on the presentation of itemized vouchers therefor ap- 
proved by the Commission or a designated employee 
thereof. 

[(zg) This section shall take effect immediately upon 
approval of this Act.] 


REORGANIZATION PLAN No. 21 or 1950 (64 Srar. 1273) 
Effective May 24, 1950 


Prepared by the President and transmitted to the Senate 
and the House of Representatives in Congress assem- 
bled, March 13, 1950, pursuant to the provisions of the 
Reorganization Act of 1949, approved June 20, 1949 


PARTI. FEDERAL MARITIME BOARD 


Section 101. Creation of Federal Maritime Board.— 
There is hereby established a Federal Maritime Board, 
hereinafter referred to as the Board. 

Sec. 102. Composition of the Board.—(a) The Board 
shall be composed of three members, who shall be ap- 
pointed by the President, by and with the advice and 
consent of the Senate. 

(b) The President shall from time to time designate 
one of such members to be the Chairman of the Board, 
hereinafter referred to as the Chairman. 

(c) One of such members first appointed shall be ap- 
pointed for a term expiring on June 30, 1952, another for 
a term expiring on June ‘ 30, 1953, and the third for a term 
expiring on June 30, 1954. Their successors shall be 
appointed for terms of four years, except that any person 
chosen to fill a vacancy shall be appointed only for the 
unexpired term of the member whom he succeeds. Not 
more than two of the members of the Board shall be 
appointed from the same political party. A vacancy in 
the office of any such member shall be filled in the same 
manner as the original appointment. The Chairman 
shall receive a salary at the rate of $16,000 per annum, 
and each of the other two members shall receive a salary 
at the rate of $15,000 per annum. 

(d) A vacancy in the Board, so long as there shall be 
two members in office, shall not impair the power of the 
Board to execute its functions. Any two of the members 
in office shall constitute a quorum for the transaction of 
the business of the Board, and the affirmative votes of any 
two members of the Board shall be sufficient for the dis- 
position of any matter which may come before the Board. 
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Src. 103. Z'ransfer of functions to the Chairman.—All 
functions of the Chairman of the United States Mari- 
time Commission (including his functions under the pro- 
visions of Reorganization Plan Numbered 6 of 1949) ? 
with respect to the functions transferred to the Board 
by the provisions of sections 104 and 105 of this reorgani- 
zation plan are hereby transferred to the Chairman of 
the Federal Maritime Board. 

Src. 104. Transfer of regulatory functions to the 
Board.—The following functions of the United States 
Maritime Commission are hereby transferred to the 
Board. 

(1) All functions under the provisions of sections 14 
to 20, inclusive, and sections 22 to 33, inclusive, of the 
Shipping Act, 1916, as amended (46 U.S. C. 812-819 and 
821-832), including such functions with respect to the 
regulation and control of rates, services, practices, and 
agreements of common carriers by water and of other 
persons. 

(2) All functions with respect to the regulation and 
control of rates, fares, charges, classifications, tariffs, 
regulations, and practices of common carriers by water 
under the provisions of the Intercoastal Shipping Act, 
1933, as amended (46 U.S. C. 8438-848). 

(3) The functions with respect to the making of rules 
and regulations affecting shipping in the foreign trade 
to adjust or meet conditions unfavorable to such ship- 
ping, and with respect to the approval, suspension, modi- 
fication, or annulment of rules or regulations of other 
Federal agencies affecting shipping in the foreign trade, 
under the provisions of section 19 of the Merchant Marine 
Act, 1920, as amended (46 U.S. C. 876), exclusive of sub- 
section (1) (a) thereof. 

(4) The functions with respect to investigating dis- 
criminatory rates, charges, classific wngney and pr actices 
in the foreign trade, and with respect to recommending 
legislation to correct such diser imination, under the pro- 
visions of section 212 (e) of the Merchant Marine Act, 
1936 (46 U.S. C. 1122 (e)). 

(5) So much of the functions with respect to requiring 
the filing of reports, accounts, records, rates, charges, and 
memor: anda, under the provisions of section 21 of the 

Shipping Act, 1916, as amended (46 U.S. C. 820), as 
relates to the functions of the Board under the provisions 
of sections 104 (1) to 104 (4), inclusive, of this reorgani- 
zation plan. 

Sec. 105. Transfer of subsidy award and other fune- 
tions to the Board—The following functions of the 
United States Maritime Commission are hereby trans- 
ferred to the Board: 


2 The text of Reorganization Plan No. 6 of 1949 is set out on p. 9, infra. 


Ql 
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(1) The functions with respect to making, amending, 
and terminating subsidy contracts, and with respect to 
conducting hearings and making determinations ante- 
cedent to “making, amending, and terminating subsidy 
contracts, under the provisions of title V, VI, and VIII, 
and sections 301, 708, 805 (a), and 805 (f) of the Mer- 
chant Marine Act, 1936, as amended (46 U.S. C. 1131, 
1151-1182, 1198, 1211-1213, 1223 (a), and 1223 (f)), 
together with the functions with respect to making 
changes, subsequent to entering into an operating differ- 
ential subsidy contract, in such determinations under the 
provisions of section 301 of such Act, as amended (46 
U.S. C. 1131), and readjustments in determinations as 
to operating cost differentials under the provisions of 
section 606 of such Act, as amended (46 U.S. C. 1176), 
and with respect to the approval of the sale, assignment, 
or transfer of any oper ating subsidy contract under sec- 
tion 608 of such Act (46 U.S. C. 1178) : : Provided, That, 
for the purposes of this section 105 (1) of this reorganiza- 
tion plan, the term “subsidy contract” shall be deemed 
to include, in the case of a construction differential sub- 
sidy, the contract for the construction, reconstruction, or 
reconditioning of the vessel and the contract for the sale 
of the vessel to the subsidy applicant or the contract to 
pay a construction differential subsidy and the cost of 
national defense features, and, in the case of an operating 
differential subsidy, the contract with the subsidy appli- 

cant for the payment of the subsidy: Provided further, 
That, except as otherwise hereinbefore provided in re- 
spect of functions under sections 301, 606, and 608 of the 
Merchant Marine Act, 1936, as amended, the functions 
transferred by the provisions of this section 105 (1) shall 
exclude the making of all determinations and the taking 
of all actions (other than amending or terminating any 
subsidy contract), subsequent to entering into any sub- 
sidy contract, which are involved in administering such 
contract: Provided further, That actions of the Board in 
respect of the functions transferred by the provisions of 
this section 105 (1) shall be final. 

(2) The functions with respect to investigating and 
determining (a) the relative cost of construction of com- 
parable vessels in the United States and foreign countries, 
(b) the relative cost of operating vessels under the regis- 
try of the United States and under foreign registry, and 
(c) the extent and character of aids and subsidies granted 
by foreign governments to their merchant marines, under 
the provisions of subsections (c), (d) and (e) of section 
211 of the Merchant Marine Act, 1936 (46 U.S. C. 1121 
(c), (d), and (e)). 

(3) All functions under the provisions of section 12 
of the Shipping Act, 1916, as amended (46 U.S. C. 811), 
including such functions with respect to making investi- 
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gations and reports on relative costs and on marine 
insurance. 

(4) So much of the functions with respect to requiring 
the filing of reports, accounts, records, rates, charges, and 
memoranda, under the provisions of section 21 of the 
Shipping Act, 1916, as amended (46 U.S. C. 820), as 
relates to the functions of the Board under the provisions 
of section 105 (1) to 105 (3), inclusive, of this reorganiza- 
tion plan. 

(5) So much of the functions with respect to adopting 
rules and regulations, making reports and recommenda- 
tions to Congress, subpoenaing witnesses, administering 
oaths, taking evidenc e, and requiring the production of 
books, papers, and documents, under the provisions of 
sections 204, 208, and 214 of the Merchant Marine Act, 
1936, as amended (46 U.S. C. 1114, 1118, and 1124), as 
relates to the functions of the Board under the provisions 
of this reorganization plan. 

Src. 106. Status of Board and Chairman.—The Board 
shall be an agency within the Department of Commerce. 
The Board, in respect of the functions transferred to it 
by the provisions of section 104 of this reorganization 
plan, and the Chairman, in respect of so much of the 
functions transferred to him by the provisions of section 
103 of this reorganization plan as relates to functions of 
the Board under section 104 hereof, shall be independent 
of the Secretary of Commerce. In administering all 
other functions transferred to them by the provisions of 
this reorganization plan the Board and the Chairman 
shall be cuided by t the general policies of the Secretary 
of Commerce with respect to such functions. 


PART Il. MARITIME ADMINISTRATION 


Section 201. Creation of Maritime Administration.— 
There is hereby established in the Department of Com- 
merce a Maritime Administration. 

Sec. 202. Maritime Administrator—There shall be at 
the head of the Maritime Administration a Maritime 
Administrator, hereinafter referred to as the Adminis- 
trator. The Chairman provided for in section 102 of this 
reorganization plan shall, ex officio, be the Administrator. 
The Administrator shall perform such duties as the Sec- 
retary of Commerce shall prescribe. 

Src. 203. Deputy Maritime Administrator—There 
shall be in the Maritime Administration a Deputy Mari- 
time Administrator, who shall be appointed by the Secre- 
tary of Commerce, after consultation with the Adminis- 
trator, under the classified civil service, and who shall 
perform such duties as the Administrator shall prescribe. 
The Deputy Maritime Administrator shall be Acting 
Maritime Administrator during the absence or disability 
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of the Administrator and, unless the Secretary of Com- 
merce shall designate another person, during a vacancy 
in the office of Administrator: Provided, That such 
Deputy Administrator shall at no time sit as a member 
or acting member of the Federal Maritime Board. 

Src. 204. 7'ransfer of functions.—Except as otherwise 
provided in part I of this reorganization plan, all func- 
tions of the United States Maritime Commission and of 
the Chairman of said Commission are hereby transferred 
to the Secretary of Commerce. The Secretary of Com- 
merce may from time to time make such provisions as he 
shall deem appropriate authorizing the performance by 
the Maritime Administrator of any function transferred 
to such Secretary by the provisions of this reorganization 
plan. 





PART II. GENERAL PROVISIONS 


Section 301. Under Secretary of Commerce for Trans- 
portation.—There shall be in the Department of Com- 
merce an additional office of Under Secretary with the 
title “Under Secretary of Commerce for Transporta- 
tion.” The Under Secretary of Commerce for Trans- 
portation shall be appointed by the President, by and 
with the advice and consent of the Senate, shall receive 
compensation at the rate prescribed by law for Under 
Secretaries of Executive departments, and shall per- 
form such duties as the Secretary of Commerce shall 
prescribe. 

Sec. 302. Joint utilization of personnel.—In the inter- 
ests of efficiency and economy, the Chairman and Admin- 
istrator, insofar as he deems desirable, shall make joint 
use of the officers and employees under his supervision as 
Administrator or Chairman. 

Src. 303. Conflict of interest—The provisions of the 
last sentence of section 201 (b) of the Merchant Marine 
Act, 1936 (46 U.S. C. 1111 (b)) (prohibiting any mem- 
ber, officer, or employee of the United States Maritime 
Commission from being in the employ of any other per- 
son, firm, or corporation, or from having any pecuniary 
interest in or holding any official relationship with any 
carrier by water, shipbuilder, contractor, or other per- 
son, firm, association, or corporation with whom the 
Commission may have business relations) shall hereafter 
be applicable to the members of the Federal Maritime 
Board and all officers and employees of the Federal 
Maritime Board or of the Maritime Administration. 

Src. 304. Interim appointments.—Pending the initial 
appointment hereunder of the members of the Federal 
Maritime Board but not for a period exceeding ninety 
days, such officers of the executive branch of the Govern- 
ment (including any person who is a member of the 
United States Maritime Commission immediately prior 
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to the taking effect of the provisions of this reorganiza- 
tion plan) as the President shall designate under the 
provisions of this section shall be acting members of the 
Federal Maritime Board. The President may desig- 
nate one of such acting members as Acting Chairman. 
Any such person shall while serving as acting member 
or Acting Chairman receive the compensation herein- 
above prescribed for member and Chairman, respectively. 

Sec. 305. Transfer of personnel, property, records, and 
funds.—There are hereby transferred to the Depart- 
ment of Commerce, to be used, employed, and expended 
in connection with the functions transferred by the pro- 
visions of this reorganization plan, all of the records, 
property, personnel, and unexpended balances of appro- 
priations, allocations, and other funds (available or to 
be made available) of the United States Maritime Com- 
mission. The Director of the Bureau of the Budget shall 
make such determinations and dispositions and take such 
measures, which shall be carried out in such manner as 
the Director shall direct and by such agencies as he shall 
designate, as he shall deem to be consonant with the pro- 
visions of this reorganization plan and to be necessary 
in order to effectuate the transfers provided for in this 
section. 

Sec. 306. Abolition of Maritime Commission.—The 
United States Maritime Commission, including the of- 
fices of the members of the Commission, is hereby abol- 
ished, and the Secretary of Commerce shall provide for 
the termination of any outstanding affairs of the Com- 
mission not otherwise provided for in this reorganiza- 
tion plan. 

Src. 307. Relation to other reorganization plan—The 
functions transferred by the provisions of this reorgani- 
zation plan shall not be subject to the provisions of Re- 
organization Plan Numbered 5 of 1950. (64 Stat. 1263). 


REORGANIZATION PLAN No. 6 or 1949 (63 Srar. 1069) 
Effective August 20, 1949 


Prepared by the President and transmitted to the Senate 
and the House of Representatives in Congress as- 
sembled, June 20, 1949, pursuant to the provisions of 
the Reorganization Act of 1949, approved June 20, 1949 


UNITED STATES MARITIME COMMISSION 


Section 1. Administration of functions of Commis- 
sion.—The Chairman of the United States Maritime 
Commission shall be the chief executive and administra- 
tive officer of the United States Maritime Commission. 
In executing and administering on behalf of the Com- 
mission its functions (exclusive of functions transferred 
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by the provisions of section 2 of this reorganization plan) 
the Chairman shall be governed by the policies, regula- 
tory decisions, findings, and determinations of the Com- 
mission. 

Src. 2. 7’ransfer of functions.—There are hereby trans- 
ferred from the United States Maritime Commission to 
the Chairman of the Commission the functions of the 
Commission with respect to (1) the appointment and 
supervision of all personnel employed under the Com- 
mission, (2) the distribution of business among such per- 
sonnel and among organizational units of the Commis- 
sion, and (3) the use and expenditure of funds for ad- 
ministrative purposes: Provided, That the provisions of 
this section = not extend to personnel employed regu- 
larly and full time in the offices of members of the Com- 
mission other than the Chairman: Provided further, 
That the heads of the major administrative units shall be 
appointed by the Chairman only after consultation with 
the other members of the Commission. 

Sec. 3. Performance of transferred functions —The 
functions of the Chairman under the provisions of this 
reorganization plan shall be performed by him or, subject 
to his supervision and direction, by such officers and em- 
ployees under his jurisdiction as he shall designate. 


The text which follows is from the Merchant Marine 
Act, 1936, as amended. 

Src. 202. All money, notes, bonds, mortgages, and 
securities of every kind, contracts and contract rights, 
lands, vessels, docks, wharves, piers, and property and 
interests of every kind, owned by the United States, and 
now controlled by the Department of Commerce as the 
successor to the powers and functions of the former 
United States Shipping Board, by virtue of the Presi- 
dent’s Executive order of June 10, 1933, are hereby trans- 
ferred to the Commission. Notwithstanding any other 
provision of law, the Commission may, in accordance 
with good business methods and on such terms and con- 
ditions as it determines to effectuate the policy of this 
Act, operate or lease any lands, docks, wharves, piers, or 
real property under its control, and all money heretofore 
or hereafter received from such operation or lease shall 
be available for expenditure by the Commission as pro- 
vided in this Act. The Commission may, upon such terms 
and conditions as it may prescribe in accordance with 
sound business practice, make such extensions and accept 
such renewals of the notes and other evidences of indebt- 
edness hereby transferred, and of the mortgages and 
other contracts securing the same, as it may deem neces- 
sary to carry out the objects of this Act. 

Sec. 203. (a) The United States Shipping Board 
Merchant Fleet Corporation shall cease to exist and shall 
stand dissolved. Al] the records, books, papers, and cor- 
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porate —— of said dissolved corporation shall be 
taken over by the Commission. Al] existing contractual 
obligations of the dissolved corporation shall be assumed 
by the United States. Any suit against the dissolved 
corporation pending in any court of the United States 
shall be defended by the Commission upon behalf of the 
United States, under the supervision of the Attorney 
General, and any judgment obtained against the dis- 
solved corporation in any such pending suit shall be re- 
ported to Congress in the manner provided in section 226, 
title 31, United States Code, for reporting judgments 
against the United States in the Court of Claims. 

(b) All payments made by the United States Shipping 
Board (Emergency) Merchant Fleet Corporation to its 
employees in settlement of its liability arising out of con- 
tracts of employment between said United States Ship- 
ping Board (Emergency) Merchant Fleet Corporation 
and its employees on account of leave earned in the years 
1918-1919 are hereby approved and confirmed. All per- 
sons to whom such payments were made are hereby 
released from any liability to refund or repay to the 
Government such payments, and no deductions on ac- 
count of any such payments shall be made from any 
amounts otherwise due or payable out of Government 
funds to such persons. 

Sec. 204. (a) All the functions, powers, and duties 
vested in the former United States Shipping Board by 
the Shipping Act, 1916, the Merchant Marine Act, 1920, 
the Merchant Marine Act, 1928, the Intercoastal Ship- 
ping Act, 1933, and amendments to those Acts, and now 
vested in the Department of Commerce pursuant to sec- 
tion 12 of the President’s Executive order of June 10, 
1933, are hereby transferred to the United States Mari- 
time Commission: Provided, however, That after the 
date of the passage of this Act no further construction 
loans shall be made under the provisions of section 11 of 
the Merchant Marine Act, 1920, as amended. 

(b) The Commission is hereby authorized to adopt all 
necessary rules and regulations to carry out the powers, 
duties, and functions vested in it by this Act. 

(c) The orders issued by the United States Maritime 
Commission in the exercise of the powers transferred to 
it by this title shall be enforced in the same manner 
as heretofore provided by law for enforcement of the 
orders issued by the former United States Shipping 
Board, and violation of such orders shall subject the per- 
sons or corporation guilty of such violation to the same 
penalties or punishment as heretofore provided for vio- 
lation of the orders of said Board. 

Sec. 205. Without limiting the power and authority 
otherwise vested in the Commission, it shall be unlawful 
for any common carrier by water, either directly or indi- 
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rectly, through the medium of an agreement, conference, 
association, understanding, or otherwise, to prevent or 
attempt to prevent any other such carrier from serving 
any port designed for the accommodation of ocean-going 
vessels located on any improvement project authorized 
by the Congress or through it by any other agency of the 
Federal Government, lying within the continental limits 
of the United States, at the same rates which it charges 
at the nearest port already regularly served by it. 

Sec. 206. All sums of money now in the construction 
loan fund created by section 11 of the Merchant Marine 
Act, 1920, as amended, together with the proceeds of all 
debts, accounts, choses in action, and the proceeds of all 
notes, mortgages, and other evidences of indebtedness, 
hereby transferred to the Commission, and all of the 
praeeees of sales of ships and surplus property hereto- 

ore or hereafter made, including proceeds of notes or 

other evidences of debt taken therefor and the interest 
thereon and, notwithstanding any other provision of 
law, all money representing amounts of unclaimed 
wages, salvage awards and miscellaneous unclaimed 
items carried as liabilities on the books of the United 
States Shipping Board Merchant Fleet Corporation and 
all money heretofore or hereafter received from the 
operation or leasing of lands, docks, wharves, piers, or 
real property shall “be deposited in the Tre: asury of the 
United States and there maintained as a revolving fund, 
herein designated as the construction fund, and shall 
be available for expenditure by the Commission in carry- 
ing out the provisions of this Act. All moneys re- 
ceived by the Commission under the provisions of this 
Act shall be deposited in its construction fund, and all 
disbursements made by the Commission under authority 
of this Act shall be paid out of said fund, and, not- 
withstanding any other provision of law, all disburse- 
ments applicable to the money referred to in this section 
may be made by the Commission out of said fund. Fur- 
ther appropriations by Congress to replenish said fund 
are hereby authorized. 

Sec. 207. The Commission may enter into such con- 
tracts, upon behalf of the United States, and may make 
such disbursements as may, in its discretion, be neces- 

sary to carry on the activities authorized by this Act, or 
to protect, preserve, or improve the collateral held by 
the Commission to secure indebtedness, in the same 
manner that a private corporation may contract within 
the scope of the authority conferred by its charter. All 
the Commission’s financial transactions shall be audited 
in the General Accounting Office according to approved 
commercial practice as provided in the Act of March 
20, 1922 (42 Stat. 444): Provided, That it shall be rec- 
ognized that, because of the business activities author- 
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ized by this Act, the accounting officers shall allow credit 
for all expenditures shown to be necessary because of 
the nature of such authorized activities, notwithstanding 
any existing statutory provision to the contrary. The 
Comptroller General shall report annually or oftener to 
Congress any departure by the Commission from the 4 
provisions of this Act. 

Sec. 208. The Commission shall, at the beginning of 
each regular session, make a report to Congress, which 
shall include the results of its inv estigations, a summary 
of its transactions, its recommendations for legislation, 
a statement of all receipts under this Act, and the pur- 
poses for which all expenditures were made. 

Src. 209. (a) There are hereby authorized to be ap- 
propriated such sums as are necessary to carry out the 
provisions of this Act. 

(b) All appropriations and unexpended balances of 
appropri: itions available for expenditure by the United 
States Shipping Board Bureau and U nited States Ship- 
ping Board Merchant Fleet Corporation which would 
otherwise be applicable to functions transferred to the 
Commission by this Act, including the fund appropri- 
ated to enable the United States Shipping Board Mer- 
chant Fleet Corporation to operate ships or lines of 
ships which have been or may be taken back from pur- 
chasers by reason of competition or other methods em- 
ployed by foreign shipowners or operators as appro- 
priated by the Independent Offices Act, 1928, approved 
February 11, 1927 (44 Stat. 1082), and reappropriated 
by the Department of Commerce Appropriation Acts, 
shall be available for expenditure by or at the direction 
of the Commission for any and all objects of expendi- 
ture authorized by this Act in the discretion of the Com- 
mission, without regard to the requirement of appor- 
tionment a the Antideficiency Act of February 27, 
1906 (U.S. C., title 31, sec. 665), and, notwithstanding 
any other SiR iee of law, without deduction, alloca- 
tion, or segregation in any manner for amounts of un- 
claimed wages, salvage awards, and miscellaneous un- 
claimed items carried as liabilities on the books of the 
United States Shipping Board Merchant Fleet Corpora- 
tion. 

(c) After the transfer, under section 404 of this Act, 
to the Commission of the powers and duties of the Post- 
master General with respect to existing ocean-mail con- 
tracts entered ae pursuant to title IV, Merchant Marine 
Act, 1928 (U.S. C., Supp. VI, title 46, secs. 891e to 891r, 
inclusive), all appropriations ‘and unexpended balances 
of appropriations available for expenditure by the Post 
Office Department for the transportation of foreign mails 
under contracts authorized by the Merchant Marine Act, 
1928, less any amount necessary to be paid out by the 
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Post Office Department, shall be available for any and all 
objects of expenditure authorized by this Act, by or at 
the direction of the Commission, without regard to the 
requirement of apportionment under the Antideficiency 
Act of February 27, 1906. 

(d) Funds made available under the provisions of 
subsection (b) of this section shall be available for ex- 
penditures authorized by the Commission under the pro- 
visions of section 201 of this Act as soon as a majority 
of the members of the Commission shall have taken the 
oath of office, notwithstanding the provisions of section 
907 of this Act. 

Src. 210. It shall be the duty of the Commission to 
make a survey of the American merchant marine, as it 
now exists, to determine what additions and replace- 
ments are required to carry forward the national policy 
declared in section 101 of this Act, and the Commission 
is directed to study, perfect, and adopt a long-range 
program for replacements and additions to the Ameri- 
can merchant marine so that as soon as practicable the 
following objectives may be accomplished : 

First, the creation of an adequate and well-balanced 
merchant fleet, including vessels of all types, to provide 
shipping service on all routes essentional for maintaining 
the flow of the foreign commerce of the United States, 
the vessels in such fleet to be so designed as to be readily 
and quickly convertible into transport and supply vessels 
in a time of national emergency. In planning the de- 
velopment of such a fleet the Commission is directed to 
cooperate closely with the Navy Department as to na- 
tional-defense needs and the possible speedy adaptation 
of the merchant fleet to national-defense requirements. 

Second, the ownership and the operation of such a 
merchant fleet by citizens of the United States insofar as 
may be practicable. 

hird, the planning of vessels designed to afford the 
best and most complete protection for passengers and 
crew against fire and all marine perils. 

Src. 211. The Commission is authorized and directed 
to investigate, determine, and keep current records of— 

(a) The ocean services, routes, and lines from ports 
in the United States, or in a Territory, district, or pos- 
session thereof, to foreign markets, which are, or may 
be, determined by the Commission to be essential for the 
promotion, development, expansion, and maintenance of 
the foreign commerce of the United States, and in reach- 
ing its determination the Commission shall consider and 
give due weight to the cost of maintaining each of such 
steamship lines, the probability that any such line can- 
not be maintained except at a heavy loss disproportion- 
ate to the benefit accruing to foreign trade, the number 
of sailings and types of vessels that should be employed 
in such lines, and any other facts and conditions that a 
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prudent business man would consider when dealing with 
his own business, with the added consideration, however, 
of the intangible benefit the maintenance of any such line 
may afford to the foreign commerce of the United States 
and to the national defense ; 

(b) The type, size, speed, and other requirements of 
the vessels, including express-liner or super-liner vessels, 
which should be employed in such services or on such 
routes or lines, and the frequency and regularity of the 
sailings of such vessels, with a view to furnishing ade- 
quate, regular, certain, and permanent service ; 

(c) The relative cost of construction of comparable 
vessels in the United States and in foreign countries; 

(d) The relative cost of marine insurance, mainte- 
nance, repairs, wages and subsistence of officers and 
crews, and all other items of expense, in the operation of 
comparable vessels in particular services, routes, and lines 
under the laws, rules, and regulations of the United 
States and under those of the foreign countries whose 
vessels are substantial competitors of any such American 
service, route, or line; 

(e) The extent and character of the governmental aid 
and subsidies granted by foreign governments to their 
merchant marine; 

(f) The number, location, and efficiency of the ship- 
yards existing on the date of the enactment of this Act 
or thereafter built in the United States; 

(g) To investigate and determine what provisions of 
this Act and other Acts relating to shipping should be 
made applicable to aircraft engaged in foreign commerce 
in order to further the policy expressed in this Act, and 
to recommend appropriate legislation to this end; 

(h) The advisability of enactment of suitable legisla- 
tion authorizing the Commission, in an economic or com- 
mercial emergency, to aid the farmers and cotton, coal, 
lumber, and cement producers in any section of the 
United States in the transportation and landing of their 
products in any foreign port, which products can be car- 
ried in dry-cargo vessels by reducing rates, by supplying 
additional tonnage to any American operator, or by op- 
eration of vessels directly by the Commission, until such 
time as the Commission shall deem such special rate 
reduction and operation unnecessary for the benefit of 
the American farmers and such producers; and 

(i) New designs, new methods of construction, and 
new types of equipment for vessels; the possibilities of 
promoting the carrying of American foreign trade in 
American vessels; and intercoastal and inland water 
transportation, including their relation to transportation 
by land and air. 

Sec. 212. The Commission is authorized and directed— 

(a) To study all maritime problems arising in the 
carrying out of the policy set forth in title I of this Act; 
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(b) To study, and to cooperate with vessel owners in 
devising means by which— 

(1) the importers and exporters of the United States 
can be induced to give preference to vessels under United 
States registry ; and 

(2) there may be constructed by or with the aid of the 
United States express-liner or super-liner vessels com- 
parable with those of other nations, especially with a 
view to their use in national emergency, and the use in 
connection with or in lieu of such saat of transoceanic 
aircraft service; 

(c) To collaborate with vessel owners and shipbuild- 
ers in developing plans for the economical construction 
of vessels ot their propelling machinery, of most mod- 
ern economical types, giving thorough consideration to 
all saliconeteminnt means of propulsion and taking into 
account the benefits accruing from standardized produc- 
tion where practicable and desirable ; 

(d) To establish and maintain liaison with such other 
boards, commissions, independent establishments, and 
departments of the United States Government, and with 
such representative trade organizations throughout the 
United States as may be concerned, directly or indirectly, 
with any movement of commodities in the water-borne 
export and import foreign commerce of the United 
States, for the purpose of securing preference to vessels 
of United States registry in the shipment of such com- 
modities; and 

(e) To investigate, under the regulatory powers trans- 
ferred to it by this Act, any and all discriminatory rates, 
charges, classifications, and practices whereby exporters 
and shippers of cargo originating in the United States 
are required by any common carrier by water in the 
foreign trade of the United States to pay a higher rate 
from any United States port to a foreign port than the 
rate charged by such carrier on similar cargo from such 
foreign port to such United States port, and recommend 
to Congress measures by which such discrimination may 
be corrected. 

(f) To make recommendation to Congress, from time 
to time, for such further legislation as it deems necessary 
better to effectuate the purpose and policy of this Act. 

Sro. 212. (A) The operator of a vessel in waterborne 
foreign commerce of the United States shall file at 
such times and in such manner as the Secretary of Com- 
merce may prescribe by regulations, such report, ac- 
count, record, or memorandum relating to the utilization 
and performance of such vessel in commerce of the 
United States, as the Secretary may determine to be 
necessary or desirable in order to carry out the purposes 
and provisions of this Act, as amended. Such report, 
account, record, or memorandum shall be signed and 
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verified in accordance with regulations prescribed by 
the Secretary. An operator who does not file the re- 
port, account, record, or memorandum as required b 
this section and the regulations issued hereunder, shall 
be liable to the United States in a penalty of $50 for 
each day of such violation. The amount of any penalty 
imposed for any violation of this section upon the op- 
erator of any vessel shall constitute a lien upon the 
vessel involved in the violation, and such vessel may be 
libeled therefor in the district court of the United States 
for the district in which it may be found. The Secre- 
tary of Commerce may, in his discretion, remit or miti- 
gate any penalty imposed under this section on such 
terms as he may deem proper. 

Szc. 213. The Commission shall make studies of and 
make a report to Congress as soon as practicable on— 

(a) The scrapping or removal from service of old or 
obsolete merchant tonnage owned by the United States 
or in use in the merchant marine; 

(b) Tramp shipping service and the advisability of 
citizens of the United States participating in such service 
with vessels under United States registry. 

(c) The relative cost of construction or reconditioning 
of comparable ocean vessels in shipyards in the various 
coastal districts of the United States, together with rec- 
ommendations as to how such shipyards may compete for 
work on an equalized basis. 

Sec. 214. (a) For the purpose of any investigation 
which, in the opinion of the Commission, is necessary 
and proper in carrying out the provisions of this Act, 
any member of the Commission, or any officer or em- 
ployee thereof designated by it, is empowered to sub- 
pena witnesses, administer oaths and affirmations, take 
évidence, and require the production of any books, 
papers, or other documents which are relevant or ma- 
terial to the matter under investigation. Such attend- 
ance of witnesses and the production of such books, 
papers, or other documents may be required from any 
place in the United States or any Territory, district, 
or possession thereof at any designated place of hear- 
ing. Witnesses summoned before the Commission shall 
be paid the same fees and mileage that are paid wit- 
nesses in the Courts of the United States. 

(b) Upon failure of any person to obey a subpena 
issued by the Commission, it may invoke the aid of 
any District Court of the United States within the 
ur cerpetion in which such person resides or carries on 
yusiness in requiring the attendance and testimony of 
witnesses and the production of books, papers, or other 
documents. Any such court may issue an order re- 
quiring such person to appear before the Commission, 
or member, officer, or employee designated by the Com- 
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mission, there to produce books, papers, or any other 
documents, if so ordered, or to give testimony touching 
the matter under investigation or in question. Any 
failure to obey such order of the court may be punished 
by such court as a contempt thereof. Any process in 
any such case may be served in the judicial district 
wherein such person resides or wherever he may be 
found. 

(c) No person shall be excused from attending and 
testifying or from producing books, papers, or other doc- 
uments before the Commission, or any member or officer 
or employees thereof, in any investigation instituted by 
the Commission under this Act, on the ground that the 
testimony or evidence, documentary or otherwise, re- 
quired of him may tend to incriminate him or subject 
him to penalty or forfeiture; but no person shall be 
prosecuted or subject to any penalty or forfeiture for or 
on account of any transaction, matter, or thing concern- 
ing which he is compelled, after having claimed his privi- 
lege against self-incrimination, to testify or produce 
evidence, documentary or otherwise, except that such 
person so testifying shall not be exempt from prosecu- 
tion and punishment for perjury committed in so 
testifying. 

Sec. 215. The Commission is authorized to acquire 
by purchase or otherwise such vessels constructed in the 
United States as it may deem necessary to establish, 
maintain, improve, or effect replacements upon any serv- 
ice, route, or line in the foreign commerce of the United 
States determined to be essential under section 211 of this 
Act, and to pay for the same out of its construction fund: 
Provided, That the price paid therefor shall be based 
upon a fair and reasonable valuation, but it shall not 
exceed by more than 5 per centum “he cost of such vessel 
to the owner (excluding any construction-differential 
subsidy and the cost of national defense features paid by 
the Commission) plus the actual cost previously ex- 
pended thereon for reconditioning less depreciation 
based upon a twenty-year life expectancy of the vessel. 
No such vessel shall be acquired by the Cduniiiesion un- 
less the Secretary of the Navy has certified to the Com- 
mission that such vessel is suitable for economical and 
speedy conversion into a naval or military auxiliary, or 
otherwise suitable for the use of the United States in 
time of war or national emergency. Every vessel ac- 
quired under authority of this section that is not docu- 
mented under the laws of the United States at the time 
of its acquisition shall be so documented as soon as 
practicable. 

Src. 216. (a) The Commission is hereby authorized 
and directed, under such rules and regulations as it may 
prescribe, to establish and maintain the United States 
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Maritime Service as a voluntary organization for the 
training of citizens of the United States to serve as 
licensed and unlicensed personnel on American merchant 
vessels. The Commission is authorized to determine the 
number of persons to be enrolled in the said Service, to 
fix the rates of pay of such persons, and to prescribe 
such courses and periods of training as, in its discretion, 
is necessary to maintain a trained and efficient merchant 
marine personnel. The ranks, grades, and ratings for 
the personnel of the said Service shall be the same as are 
now or shall hereafter be prescribed for the personnel 
of the Coast Guard. The Commission is further author- 
ized to employ as instructors in said Service, on a con- 
tract or fee basis (without regard to the provisions of 
section 3709 of the Revised Statutes), such qualified per- 
sons, including licensed and unlicensed personnel of the 
merchant marine, as the Commission may deem neces- 
sary to effectuate the purposes of this section. 

(b) (1) The Secretary of Commerce shall maintain a 
Merchant Marine Academy at Kings Point, New York, 
for the instruction and preparation for service in the 
merchant marine of selected persons as officers thereof. 
Competitive examinations shall be held annually among 
those persons nominated as candidates to the Academy 
by Senators and Representatives. The number of 
vacancies allocated to each State shall be proportioned 
to the representatives in Congress from that State. Ap- 
pointments from each State shall be made by the Sec- 
retary of Commerce from among qualified candidates 
nominated from that State in the order of merit estab- 
lished by the examinations. In case vacancies remain 
after the appointments under the preceding sentence 
have been made, the Secretary of Commerce shall fill 
them by appointments from qualified candidates from 
other States. 

(2) In connection with such instruction and as a part 
thereof, the Secretary of Commerce is authorized to pro- 
vide for training of merchant marine cadets on Govern- 
ment-owned and subsidized vessels and, in cooperation 
with other governmental and private agencies, on other 
vessels, and, for instructional purposes only, in ship- 
yards, plants, and industrial and educational organiza- 
tions under rules and regulations prescribed by the Sec- 
retary of Commerce and upon such terms as the Secre- 
tary of Commerce may arrange, and expenditures inci- 
dent to such training are hereby authorized. 

(3) Cadets appointed to the United States Merchant 
Marine Academy may be appointed by the Secretary of 
the Navy as Reserve midshipmen in the United States 
Navy and may be commissioned as Reserve ensigns in 
the United States Navy upon graduation from the 
Academy. 
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(4) Cadets at the United States Merchant Marine 
Academy shall receive allowances for all required uni- 
forms and textbooks as prescribed by rules and regula- 
tions under this Act, and to transportation, including 
reimbursement of traveling expenses, while traveling 
under orders as a cadet. 

(5) (a) “Representative” as used in this Act shall in- 
clude Delegates to the House of Representatives from 
Alaska and Hawaii and the Resident Commissioner 
from the Commonwealth of Puerto Rico. 

(b) “State” as used in this Act shall include Terri- 
tories of Alaska, Hawaii, and the Commonwealth of 
Puerto Rico. 

(c) The Commission is hereby authorized to prescribe, 
conduct, and supervise such extension and correspond- 
ence courses as it may deem necessary to supplement 
other training facilities, and to nak such courses 
available, under such rules and regulations and upon 
such terms as it may prescribe, to the licensed and un- 
licensed personnel of the merchant marine, and to cadets 
and cadet officers, who shall make application therefor. 
The Commission is further authorized to print, publish, 
and purchase suitable textbooks, equipment, and supplies 
required for such courses, and to employ persons, firms, 
and corporations on a contract or fee basis (without 
regard to the provisions of section 3709 of the Revised 
Statutes), for the performance of special services deemed 
necessary by the Commission in the preparation and 
editing of such textbooks and other aids to instruction, 
and in the supervision and administration of such 
courses. 

(d) The Commission, with the consent of any execu- 
tive department, independent. establishment, or other 
agency of the Government, including any field service 
thereof, may avail itself of the use of information, serv- 
ices, facilities, officers, and employees thereof in carrying 
out the provisions of this section, as amended. 

Sec. 217.5 (a) The Commission is hereby authorized 
and directed through such administrative measures, 
agreements with other Federal departments and agencies, 
contracts with individuals or private business concerns, 
or other arrangements, as it may deem to be necessary or 
appropriate in the public interest, to coordinate the func- 
tions and facilities of public and private agencies en- 
gaged in the forwarding and similar servicing of water- 
borne export and import foreign commerce of the United 
States, for the efficient prosecution of the war, the main- 
tenance and development of present and post-war for- 
eign trade, and the preservation of forwarding facilities 
and services for the post-war restoration of foreign com- 





2? Public Law 706, 83d Congress, approved August 30, 1954 (68 Stat. 
966), provided for discontinuing the reports required under this section. 
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merce. As used herein the term “water-borne export 
and import foreign commerce of the United States” shall 
be deemed to include export shipments from the Govern- 
ment of the United States to the governments of nations 
whose defense is deemed by the President to be vital to 
the defense of the United States under the authority of 
the Act of March 11, 1941 (Public Law 11, Seventy- 
seventh Congress). 

(b) Other Federal departments and agencies are here- 
by authorized and directed to cooperate with the 
Commission by entering into and carrying out such agree- 
ments as may be necessary to effectuate ‘the purposes of 
this section: Provided, That the Commission is author- 
ized and directed to report to the Congress within ninety 
days after the enactment of this section, and every four 
months thereafter, the action taken hereunder and to give 
the names of any Federal departments or agencies or any 
other persons who have failed to cooperate with the Com- 
mission as herein directed: And provided further, That 
nothing herein shall be deemed to affect the ‘power or 
jurisdiction of the Interstate Commerce Commission, nor 
confer upon the Maritime Commission concurrent power 
or jurisdiction over any matter within the power or 
jurisdiction of the Interstate Commerce Commission. 

(c) In conformity with the President’s Executive 
order of February 7, 1942 (numbered 9054; 7 Federal 
Register 837), the functions and duties of the Commis- 
sion under this section, insofar as they pertain to func- 
tions and duties of the Commission transferred by such 
Executive order to the Administrator of the War Ship- 
ping Administration, shall be performed by such Admin- 
istrator. 

[Susrrrie—Insvurance] * 


Tirte IT T—American SEAMEN 


Sec. 301. (a) The Commission is authorized and di- 
rected to investigate the employment and wage condi- 
tions in ocean-going shipping and, after making such 
investigation and after appropriate hearings, to incor- 
porate in the contracts authorized under title VI and 
VII of this Act minimum manning scales and mini- 
mum wage scales, and minimum working conditions for 
all officers and crews employed on all types of vessels 
receiving an operating-differential subsidy. After such 
minimum manning and wage scales, and working con- 
ditions shall have been adopted by the Commission, no 
change shall be made therein by the Commission except 
upon | public notice of the hearing to be had, and a hear- 
ing by the Commission of all interested parties, under 


*“Subtitle—Insurance”’ was added to the Merchant Marine Act, 1936 
by the Act of June 29, 1940 (54 Stat. 689) and was repealed by the Act 
of July 25, 1947 (Public Law 239, 80th Cong.; 61 Stat. 449). See Title 
XII of this Act. Pages 88 to 94, inclusive. 
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such rules as the Commission shall prescribe. The duly 
elected representatives of the organizations certified as 
the proper collective bargaining agencies shall have the 
right to represent the employees who are members of 
their organizations at any such hearings. Every con- 
tractor receiving an operating-differential subsidy shall 
post and keep posted in a conspicuous place on each such 
vessel poaeied by such contractor a printed copy of the 
minimum manning and wage scales, and working con- 
ditions prescribed by his contract and applicable to such 
vessel: Provided, however, That any increase in the 
operating expenses of the subsidized vessel occasioned 
by any change in the wage or manning scales or work- 
ing conditions as provided in this section shall be added 
to the operating-differential subsidy previously author- 
ized for the vessel. 

(b) Every contract executed under authority of titles 
Vi and VII of this Act shall require— 

(1) Insofar as is practicable, officers’ living quarters 
shall be kept separate and apart from those furnished 
for members of the crew; 

(2) Licensed officers and unlicensed members of the 

crew shall be entitled to make complaints or recom- 
mendations to the Commission, providing they file such 
complaint or recommendation directly with the Com- 
mission, or with their immediate superior officer who 
shall be required to forward such complaint or recom- 
mendation with his remarks to the Commission, or with 
the authorized representatives of the respective collec- 
tive bargaining agencies ; 
_ (3) Licensed officers who are members of the United 
States Naval Reserve shall wear on their uniforms such 
special distinguishing insignia as may be approved by 
the Secretary of the Navy; officers being those men serv- 
ing under licenses issued by the Bureau of Marine In- 
spection and Navigation ; 

(4) The uniform stripes, decoration, or other insignia 
shall be of gold braid or woven gold or silver material, 
to be worn by officers, and no member of the ship’s crew 
other than licensed officers shall be allowed to wear any 
uniform with such officers’ identifying insignia; i 

(5) No discrimination shall be practiced against li- 
censed officers, who are otherwise qualified, because of 
their failure to qualify as members of the United States 
Naval Reserve. 

Sec. 302. (a) All licensed officers of vessels docu- 
mented under the laws of the United States, as now 
required by law, shall be citizens of the United States, 
native-born or completely naturalized; and upon each 
departure from the United States of a cargo vessel in 
respect of which a construction or operating subsidy has 
been granted all of the crew (crew including all em- 
ployees of the ships) shall be citizens of the United 
States, native-born or completely naturalized. 
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(b) For a period of one year after the effective date 
of this Riek upon each departure from the United States 
of a passenger vessel in respect of which a construction 
or operation subsidy has been granted, ali licensed officers 
shall be citizens of the United States as defined above, 
and no less than 80 per centum of the crew (crew in- 
cluding all employees of the ship other than officers) shall 
be citizens of the United States, native-born or com- 
pletely naturalized, and thereafter the percentage of 
citizens as above defined, shall be increased 5 per centum 
per annum until 90 per centum of the entire crew, in- 
cluding all licensed officers of any such vessels, shall be 
citizens of the United States, native-born or completely 
naturalized. 

(c) Any member of the crew, not required by this 
section to be a citizen of the United States, may be an 
alien only if he is in possession of a valid declaration 
of intention to become a citizen of the United States, 
or other evidence of legal admission to the United States 
for permanent residence. Such alien, as above defined, 
may be employed only in the steward’s department on 
passenger vessels. 

(d) If any such vessel (as above defined) while on a 
foreign voyage is for any reason deprived of the services 
of any employ ee below the grade of master, his place or 
a vacancy caused by the pr omotion of another to his place 
may be supplied by a person other than defined in para- 
graphs (a) and (b), until the first return of such vessel to 
a port in the United States. 

(e) The owner, agent, or officer of any such vessel who 
knowingly employs any person in violation of the provi- 
sions of this Act shall, upon conviction thereof, be fined 
$50 for each person so emi dloyed. 

(f) This section shall be enforced by the Secretary of 
Commerce, for the purpose of carrying out the provisions 
of this section, and shall take effect ninety days after its 
enactment, and will then repeal paragraph (c), section 
405, Merchant Marine Act, 1928. 

(z) All of the deck and engineer officers employed on 
vessels on which an operating- ‘differential subsidy is paid 
under authority of title VI, or employed on the Com- 
mission’s vessels, after one year after the passage of this 
Act, shall, if eligible, be members of the United States 
Naval Reserve. 

(h)° During a national emergency as proclaimed by 
the President he may, in his discretion, suspend any or 
all of the provisions of this section. 


* For the eae © of section 302 (h) the Act of July 25, 1947 (Public 
Law 239, 80th Cong.; 61 Stat. 449) terminated World War II and the 
national emergencies of September 8, 1939, and May 27, 1941. 

See the Act of March 31, 1947 (Public Law 27, 806th Cong.; 61 Stat. 
33), the Act of June 28, 1947 (Public Law 127, 80th Cong.; 61 Stat. 
190), ag og Act of February 27, 1948 (Public Law 428, 80th Cong. ; 
52 at 

The President on December 16, 1950, issued a a (No. 2914) 
declaring the existence of a national emergency (15 F. R. 9029). 
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Trren TV—Ocran-Matt Contracts 


Sec. 401. No contract heretofore made by the Post- 
master General, pursuant to the provisions of the Mer- 
chant Marine Act of 1928, for the carriage of mail, shall 
be continued in effect after June 30, 1937, and after 
that date it shall be unlawful for any officer of the United 
States to pay from any public funds any compensation 
to the holder of such contract for services thereunder, 
except for such voyages as were completed prior to the 
expiration date herein fixed and for voyages commenced 
rior to said expiration date and which shall not have 

en completed prior to said expiration date. 

Sec. 402. (a) The holder of any mail contract that 
is to be terminated as provided in section 401 of this title 
may, within ninety days after the passage of this Act, file 
an application with the Commission to adjust and settle 
all the rights of the parties under such contract and to 
substitute in whole or in part therefor a contract or con- 
tracts authorized in titles V and VI of this Act in accord- 
ance with the conditions hereinafter prescribed. Such 
application shall be in such form and filed under such 
regulations as the Commission may prescribe. 

(b) As soon as practicable after the filing of any such 
application, the Commission shall proceed to attempt to 
adjust all differences with such contractor, including 
any claims of the contractor against the United States 
and any claims of the United States against such con- 
tractor, arising out of its foreign ocean mail contract. 
In adjusting such differences and claims, the Commission 
shall not take into consideration any prospective or 
speculative future profits, but shall oceuiilee any and all 
payments theretofore made by the United States pur- 
suant to such mail contract, and the profits realized as a 
result thereof, and the interest paid and the interest due 
according to law on construction loans, and all other facts 
deemed pertinent. If the contractor shall be willing to 
accept such determination and receive payment for the 
amount determined by the Commission to be a fair ad- 
justment of such differences the Commission is author- 
ized and directed to enter into and execute a settlement 
agreement with such contractor, wherein such contractor 
shall release the United States from any and all further 
claims arising from such contractor’s mail contract: Pro- 
vided, That the Attorney General of the United States 
may, if he is dissatisfied with such finding, appeal the 
same to the Court of Claims within a period of sixty 
days from the date such settlement is agreed upon, of 
record, by the Commission and the contractor. If such 


appeal is not taken for the United States by the Attorney 
General within sixty days from the record agreement be- 
tween the Commission and the contractor, the contractor 
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shall be paid any sum of money due him under such set- 
tlement agreement from any funds controlled by the 
Commission or hereafter appropriated for that purpose ; 
or if such appeal is taken by the Attorney General, then, 
within sixty days from the rendition of the final judg- 
ment by the courts, the contractor shall be paid any sum 
of money due him under such judgment, from any funds 
controlled by the Commission or hereafter appropri- 
ated for that purpose. 

(c) If the holder of any ocean mail contract termi- 
nated by the provisions of section 401 of this title does 
not enter into and execute a settlement agreement as 
provided in subsection (b) hereof, such holder may sue 
the United States in the United States Court of Claims, 
but such suit shall not be maintained unless brought be- 
fore January 1, 1938. If suit is filed in the Court of 
Claims the claimant and the United States shall have 
the right in such court to set up and have determined 
and adjusted by the court all legal and equitable claims, 
differences, offsets, credits, and recoupments to which 
either may be entitled, to the end that all conflicting 
claims, assertions, and rights may be fully, fairly, and 
completely settled and adjudged by the court, including 
any question as to the legality of the contract as origi- 
nally made or as modified, altered, or amended. The 
jurisdiction of said court to award any damages or pay- 
ments to the ocean mail contractor is hereby expressly 
limited to an award of just compensation under the pro- 
visions heretofore set forth and such just compensation 
shall not include any allowances for prospective profits 
or for speculative future profits that might have been 
realized by the claimant if permitted further to carry 
out the contract. The remedy herein provided shall be 
exclusive and no other suit shall be maintained by the 
applicant or by any other person in any court of the 
United States arising out of any claims under or con- 
nected with said contract. 

(d) Notwithstanding the provisions of the Acts mak- 
ing appropriation for the Treasury and Post Office De- 
partments for the fiscal years ending June 30, 1934, June 
30, 1935, June 30, 1936, and June 30, 1937, which were 
approved, respectively, March 3, 1933 (47 U.S. Stat. L. 
1510), March 15, 1934 (48 U. S. Stat. L. 446), May 14, 
1935 (49 U. S. Stat. L. 239), and June 23, 1936 (49 U.S. 
Stat. L. 1850), as soon as practicable after the enactment 
of this subsection, and within six months after its enact- 
ment, the Commission, in its discretion, may proceed to 
attempt to adjust all differences with the holder of any 
contract alleged to have been made by the Postmaster 
General pursuant to the provisions of the Merchant 
Marine Act of 1928 for the carriage of mail, in cases 
where a suit, pending in the Court of Claims at the time 
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of the enactment of this subsection and based upon the 
alleged termination or breach of such contract, had been 
filed by such contractor prior to July 1, 1937, including 
any claims of the contractor against the United States 
and any claims of the United States against such con- 
tractor, arising out of said contract. In adjusting such 
differences and claims the Commission shall not take 
into consideration any prospective or speculative future 
profits, but shall consider any and all payments thereto- 
fore made by the United States pursuant to such mail 
contract, and the profits realized as a result thereof, and 
the interest paid and the interest due according to law 
on construction loans, and all other facts deemed perti- 
nent. If the contractor shall be willing to accept such 
determination and receive payment for the amount de- 
termined by the Commission to be a fair adjustment 
of such aidererices, the Commission is authorized and 
directed, concurrently with the dismissal of any suit 
based upon the alleged termination or breach of such con- 
tract filed by such contractor with prejudice and without 
costs, to enter into and execute a settlement agreement 
with such contractor, wherein such contractor shall re- 
lease the United States from any and all claims arising 
from such contractor’s mail contract: Provided, That 
the Attorney General of the United States shall review 
such settlement agreement, and if he is dissatisfied with 
such finding shall notify the Commission and the con- 
tractor in writing within sixty days and upon such notice 
the settlement agreement shall become null and void; 
otherwise the contractor shall be paid any sum of money 
due him under such settlement agreement out of such 
appropriation as the Congress may hereafter provide for 
this purpose from funds controlled by the Commission or 
from the general funds of the Treasury: Provided, That 
if any sum of money is payable to the contractor under 
the terms of any settlement agreement made pursuant to 
this subsection, such sums shall be applied (a) as a credit 
upon any amount owing by the contractor to the United 
States on any loan agreement entered into under section 
11 of the Merchant Marine Act of 1920, as amended, or 
upon unpaid ship sales mortgage notes, (b) Federal taxes 
of the contractor due or to become due for the taxable 
year in which the settlement is made, and (c) on any 
other indebtedness of the contractor to the United States. 
If any such sums are applied as a credit as aforesaid, 
then the Comptroller General of the United States shall 
execute a discharge of the amount of such debts satisfied 
thereby. Nothing herein shall affect any right which 
such contractor may now have to maintain a suit arising 
out of such contract against the United States in the 
Court of Claims unless such suit is dismissed as provided 
herein: Provided further, That nothing herein shall be 
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construed to affect any right or defense of any party in 
any suit pending in the Court of Claims: And provided 
further, That the enactment of this legislation shall not 
be considered or construed by the Commission or by an 
court as a legislative interpretation in favor of the valid- 
ity or legality of any alleged contract involved in, or the 
basis of, any controversy or litigation, adjustment of 
which is permitted by this subsection. 

Src. 403. (a) If any sum of money is payable to the 
contractor under the terms of any settlement agreement 
made pursuant to section 402 (b) of this title, such sum 
shall be applied as a credit upon any amount owing by 
the contractor to the United States on any loan agreement 
entered into under section 11 of the Merchant Marine Act, 
1920, as amended, or upon unpaid ship-sales mortgage 
notes. 

Sec. 404. All the powers and duties now vested by law 
in the Postmaster General, with respect to existing ocean- 
mail contracts, executed pursuant to title IV of the Mer- 
chant Marine Act, 1928, are hereby transferred to and 
vested in the Commission. 

Sec. 405. (a) All mails of the United States carried on 
vessels between ports between which it is lawful under 
the navigation laws for a vessel not documented under 
the laws of the United States to carry merchandise shall, 
insofar as practicable, be carried on vessels of United 
States registry. 

(b) Every steamship company carrying the mails shall 
carry on any ship it operates and without extra charge 
therefor the persons in charge of the mails and when on 
duty and traveling to and from duty, and all duly accred- 
ited agents and officers of the Post Office Department and 
post-office inspectors while traveling on official business, 
upon the exhibition of their credentials. 


Titte V—Consrrucrion-DirrerENTIAL SuBsiIpy 


Sec. 501. (a) Any citizen of the United States may 
make application to the Commission for a construction- 
differential subsidy to aid in the construction of a new 
vessel to be used in the foreign commerce of the United 
States. No such application shall be approved by the 
Commission unless it determines that (1) the plans and 
specifications call for a new vessel which will meet the 
requirements of the foreign commerce of the United 
States, will aid in the promotion and development of such 
commerce, and be suitable for use by the finited States 
for national defense or military purposes in time of war 
or national emergency; (2) the applicant possesses the 
ability, experience, financial resources, and other qualifi- 
‘ations necessary to enable it to operate and maintain 
the proposed new vessel, and (3) the granting of the 
aid applied for is reasonably calculated to replace worn- 
out or obsolete tonnage with new and modern ships, or 
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otherwise to carry out effectively the purposes and policy 
of this Act. The contract of sale, and the mortgage 
given to secure the payment of the unpaid balance of the 
purchase price shalt riot restrict the lawful or proper use 
or operation of the vessel except to the extent expressly 
required by law. 

(b) The Commission shall submit the plans and speci- 
fications for the proposed vessel to the Navy Depart- 
ment for examination thereof and suggestions for such 
changes therein as may be deemed necessary or proper 
in order that such vessel shall be suitable for economical 
and speedy conversion into a naval or military auxiliary, 
or otherwise suitable for the use of the United States 
Government in time of war or national emergency. If 
the Secretary of the Navy approves such plans and spec- 
ifications as submitted, or as modified, in accordance 
with the provisions of this subsection, he shall certify 
such approval to the Commission. 

(c) Any citizen of the United States may make applhi- 
cation to the Commission for a construction-differential 
subsidy to aid in reconstructing or reconditioning any 
vessel that is to be used in the foreign commerce of the 
United States. If the Commission, in the exercise of 
its discretion, shall determine that the granting of the 
financial aid applied for is reasonably calculated to carry 
out effectively the purposes and policy of this Act, the 
Commission may approve such application and enter 
into a contract or contracts with the applicant therefore 
providing for the payment by the United States of a 
construction-differential subsidy that is to be ascertained, 
determined, controlled, granted, and paid, subject to all 
the applicable conditions and limitations of this title and 
under such further conditions and limitations as may 
be prescribed in the rules and regulations the Commis- 
sion has adopted as provided in section 204 (b) of this 
Act: but the financial aid authorized by this subsection 
shall be extended to reconstruction or reconditioning 
only in exceptional cases and after a thorough study and 
a formal determination by the Commission that the pro- 
posed reconstruction or reconditioning is consistent with 
the purposes and policy of this Act. 

Sec. 502. (a) If the Secretary of the Navy certifies his 
approval under section 501 (b) of this Act, and the Com- 
mission approves the application, it may secure, on be- 
half of the applicant, bids for the construction of the 
proposed vessel according to the approved plans and 
specifications. If the bid of the shipbuilder who is the 


lowest responsible bidder is determined by the Commis- 
sion to be fair and reasonable, the Commission may ap- 
prove such bid, and if such approved bid is accepted by 
the applicant, the Commission is authorized to enter into 
a contract with the successful bidder for the construction, 
outfitting, and equipment of the proposed vessel, and for 
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the payment by the Commission to the shipbuilder, on 
terms to be agreed upon in the contract, of the contract 
price of the v vessel, out of the construction fund herein- 
before referred to, or out of other available funds. Con- 
currently with entering into such contract with the ship- 
builder, the Commission is authorized to enter into a 
contract with the applicant for the purchase by him of 
such vessel upon its completion, at a price corresponding 
to the estimated cost, as determined by the Commission 
pursuant to the provisions of this Act, of building such 
vessel in a foreign shipyard. 

(b) The amount of the reduction in selling price which 
is herein termed “construction differential sabeidy? may 
equal, but not exceed, the excess of the bid of the ship- 
builder constructing the proposed vessel (excluding the 
cost of any features incorporated in the vessel for na- 
tional-defense uses, which shall be paid by the Commis- 
sion in addition to the subsidy), over the fair and reason- 
able estimate of cost, as determined by the Commission, 
of the construction of the proposed vessel if it were con- 
structed under similar plans and specifications (exclud- 
ing national-defense features as above provided) in a 
foreign shipbuilding center which is deemed by the Com- 
mission to furnish a fair and representative example for 
the determination of the estimated foreign cost of con- 
struction of vessels of the type proposed to be constructed. 
The construction differential approved by the Commis- 
sion shall not exceed 3314 per centum of the construction 
cost of the vessel paid by the Commission (excluding the 
cost of national-defense features as above provided), 
except that in cases where the Commission possesses con- 
vineing evidence that the actual differential is greater 
than that percentage, the Commission may approve an 
allowance not to exceed 50 per centum of such cost, upon 
the affirmative vote of four members, except as otherwise 
provided in subsection 201 (a). In any case where the 
Commission finds that the construction differential ex- 
ceeds 3314 per centum of such cost and that the lowest 
bid of a responsible domestic shipbuilder is unreasonable, 
excessive, or collusive, the Commission may negotiate and 
contract with the view to construction in a domestic ship- 
yard that is not unreasonable or excessive in cost or col- 
lusive in character. Where the Commission finds that the 
construction differential exceeds 50 per centum of such 
cost, the Commission may negotiate and contract on 
behalf of the applicant to build such vessel in a domes- 
tic shipyard at a cost which will reduce the construction 
differential to 50 per centum or less. In the event that 
the Commission have reason to believe that the bidding 
in any instance is collusive, it shall report all of the evi- 
dence on which the Commission acted (1) to the Attorney 
General of the United States, and (2) to the President of 
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the Senate and to the Speaker of the House of Represent- 
atives if the Congress shall be in session or if the Geman 
shall not be in session, then to the Clerk of the Senate and 
the Clerk of the House respectively. 

(c) In such contract between the applicant and the 
Commission, the applicant shall be required to make cash 
payments to the Commission of not less than 25 per 
centum of the price at which the vessel is sold to the ap- 
plicant. The cash payments shall be made at the time 
and in the same proportion as provided for the payments 
on account of the construction cost in the contract be- 
tween the shipbuilder and the Commission. The appli- 
cant shall pay, not less frequently than annually, inter- 
est at the rate of 314 per centum per annum on those por- 
tions of the Commission’s payments as made to the ship- 
builder which are chargeable to the applicant’s purchase 
price of the vessel (after deduction of the applicant’s cash 
payments). The balance of such purchase price shall be 
paid by the applicant, within twenty years after delivery 
of the vessel and in not to exceed twenty equal annual 
installments, the first of which shall be payable one year 
after the delivery of the vessel by the Commission to the 
applicant. Interest at the rate of 314 per centum per 
annum shall be paid on all such installments of the pur- 
chase price remaining unpaid. 

(d) In case a construction differential subsidy is ap- 
plied for under this title by an applicant who has as his 
principal place of business a place on the Pacific coast 
of the United States (but not including one who, having 
been in business on or before August 1, 1935, has changed 
his principal place of business to a place on the Pacific 
coast of the United States after such date) to aid in the 
construction or reconditioning of a vessel to be operated 
in foreign trade in a service, route, or line from ports 
on the Pacific coast of the United States, and the amount 
of the bid of the shipbuilder on the Pacific coast who 
is the lowest responsible bidder on such coast for such 
construction or reconditioning does not exceed the 
amount of the bid of the shipbuilder on the Atlantic 
coast of the United States who is the lowest responsible 
bidder therefor by more than 6 per centum of the amount 
of the bid of such Atlantic coast shipbuilder, the Com- 
mission shall, except as provided in subsection (e), ap- 
prove such Pacific coast bid, and in such case no payment 
shall be made to aid in such construction or recondition- 
ing unless the applicant accepts the bid of such Pacific 
coast shipbuilder and agrees to designate and continue 
as the home port of the vessel to be constructed or recon- 
ditioned a port on the Pacific coast. Nothing in this sec- 
tion shall be construed as authorizing the Commission 


to approve a construction differential in excess of 50 per 
centum of the construction cost of the vessel paid by the 
Commission. 











MERCHANT MARINE ACTS 


(e) If no bids are received for the construction, out- 
fitting, or equipping of such vessel, or if it appears to the 
Commission that the bids received from privately owned 
shipyards of the United States are collusive, excessive, 
or unreasonable, and if the applicant agrees to purchase 
said vessel as provided in this section, then, to provide 
employment for citizens of the United States, the Com- 
mission may have such vessel constructed, outfitted, or 
equipped at not in excess of the actual cost thereof in a 
navy yard of the United States under such regulations 
as may be promulgated by the Secretary of the Navy and 
the Commission. In such event the Commission is auth- 
orized to pay for any such vessel so constructed from its 
construction fund. The Commission is authorized to 
sell any vessel so constructed, outfitted, or equipped in a 
navy yard to an applicant for the fair and reasonable 
value thereof, but at not less than the cost thereof less 
the equiv alent to the construction-differential subsidy 
determined as provided by subsection (b), such sale to 
be in accordance with all the provisions of this title. 

(f) The Secretary of Commerce, with the advice of and 
in coordination with the Secretary of the Navy, shall pe- 
riodically, as required for purposes of this Act, survey the 
existing privately owned shipyards capable of merchant 
ship construction, or review available data on such ship- 
yards if deemed adequate, to determine whether their 
capabilities for merchant ship construction, including 
facilities and skilled personnel, provide an adequate 
mobilization base at strategic points for purposes of na- 
tional defense and national emergency. The Secretary of 
Commerce, in connection with ship construction, recon- 
struction, reconditioning, or remodeling under title VII 
and section 509, and the Federal Maritime Board, in 
connection with ship construction, reconstruction, or re- 
conditioning under title V (except section 509), upon a 
basis of a finding that the award of the proposed construc- 
tion, reconstruction, reconditioning, or remodeling work 
will remedy an existing inadequacy in such mobilization 
base as to the capabilities and capacities of a shipyard or 
shipyards at a strategic point, and after taking into con- 
sideration the benefits accruing from standardized con- 
struction, the conditions of unemploy ment, and the needs 
and reasonable requirements of all shipy ards, may, with 
the approval of the President, allocate such construction, 
reconstruction, reconditioning, or remodeling to such 
yard or yards in such manner as it may be determined to 
be fair, just, and reasonable to all sections of the country, 
subject to the provisions of this subsection. In the allo- 

cation of construction work to such yards as herein pro- 
vidal the Commission may, after first obtaining com- 
petitive bids for such work in compliance with the pro- 
visions of this Act, negotiate with the bidders and with 
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other shipbuilders concerning the terms and conditions 
of any contract for such work, and is authorized to enter 
into such contract at a price deemed by the Commission 
to be fair and reasonable. Any contract entered into by 
the Commission under the provisions of this subsection 
shall be subject to all of the terms and conditions of this 
Act, excepting those pertaining to the awarding of con- 
tracts to the lowest bidder which are inconsistent with 
the provisions of this subsection. In the event that a 
contract is made providing for a price in excess of the 
lowest responsible bid which otherwise would be accepted, 
such excess shall be paid by the Commission as a part 
of the cost of national defense, and shall not be considered 
as a part of the construction-differential subsidy. In the 
event that a contract is made providing for a price lower 
than the lowest responsible bid which otherwise would 
be accepted, the construction-differential subsidy shall be 
computed on the contract price in lieu of such bid. 

(g) Upon the agreement of an applicant under this 
title to purchase any vessel acquired by the Commission 
under the provisions of section 215, the Commission is 
authorized to sell such vessel to the applicant for the 
fair and reasonable value thereof, but at not less than 
the cost thereof to the Commission, less depreciation 
based on a twenty-year life expectancy from the date of 
completion, excluding the cost of national-defense fea- 
tures added by the Commission, less the equivalent of 
any applicable construction-differential subsidy as pro- 
vided by subsection (b), such sale to be in accordance 
with all the provisions of this title. Such vessel shall 
thereupon be eligible for an operating-differential sub- 
sidy under title VI of this Act, notwithstanding the pro- 
visions of section 601 (a) (1), and section 610 (1), or 
any other provision of law. 

Src. 503. Upon completion of the construction of any 
vessel in respect to which a construction-differential 
subsidy is to be allowed under this title and its delivery 
by the shipbuilder to the Commission, the vessel shall be 
documented under the laws of the United States, and 
concurrently herewith, or as soon thereafter as prac- 
ticable, the vessel shall be delivered with a bill of 
sale to the applicant with warranty against liens, pur- 
suant to the contract of purchase between the applicant 
and the Commission. The vessel shall remain docu- 
mented under the laws of the United States for not less 
than twenty years, or so long as there remains due the 
United States any principal or interest on account of 
the purchase price, whichever is the longer period. At 
the time of delivery of the vessel the applicant shall exe- 
cute and deliver a first-preferred mortgage to the United 
States to secure payment of any sums due from the appli- 
cant in respect to said vessel: Provided, That, notwith- 
standing any other provisions of law, the pew of any 
sums due in respect to a passenger vessel purchased un- 
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der section 4 (b) of the Merchant Ship Sales Act of 1946, 
reconverted or restored for normal operation in com- 
mercial services, or in respect to a passenger vessel pur- 
chased under title V of this Act, which is delivered subse- 
quent to March 8, 1946, and which (i) is of not less than 
ten thousand gross tons, (ii) has a designed speed ap- 
proved by the Commission but not less than eighteen 
knots, (ili) has accomodations for not less than two 
hundred passengers, and, (iv) is approved by the Secre- 
tary of Defense as being desirable for national defense 
purposes, may, with the approval of the Commission, be 
secured only by a first-preferred mortgage on said vessel. 
With the approval of the Commission such preferred 
mortgage may provide that the sole recourse against the 
purchaser of such a passenger vessel under such mort- 
gage, and any of the notes secured thereby, shall be limit- 
ed to repossession of the vessel by the United States and 
the assignment of insurance claims, if the purchaser shall 
have complied with all provisions of the mortgage other 
than those relating to the payment of principal and in- 
terest when due, and the obligation of the purchaser shall 
be satisfied and discharged by the surrender of the ves- 
sel, and all right, title, and interest therein to the United 
States. Such vessel upon surrender shall be (i) free and 
clear of all liens and encumbrances whatsoever, except 
the lien of the preferred mortgage, (ii) in class, and (iil) 
in as good order and condition, ordinary wear and tear 
excepted, as when acquired by the purchaser, except that 
any deficiencies with respect to freedom from encum- 
brances, condition, and class, may, to the extent covered 
by valid policies of insurance, be satisfied by the assign- 
ment to the United States of claims of the purchaser 
under such policies of insurance. 

Sec. 504. Where an eligible applicant under the terms 
of this title desires to finance the construction of a pro- 
posed vessel according to approved plans and specifi- 
cations rather than purchase the same vessel from the 
Commission as hereinabove authorized, the Commission 
may permit the applicant to obtain and submit to it 
competitive bids from domestic shipyards for such work. 
If the Commission considers the bid of the shipyard 
in which the applicant desires to have the vessel built 
fair and reasonable, it may approve such bid and be- 
come a party to the contract or contracts or other ar- 
rangements for the construction of such proposed vessel 
and may agree to pay a construction-differential sub- 
sidy in an amount determined by the Commission in ac- 
cordance with section 502 of this title, and for the cost 
of national-defense features. The construction-differ- 
ential subsidy and payments for national-defense fea- 
tures shall be based on the lowest responsible domestic 
bid. No construction-differential subsidy, as provided in 
this section, shall be paid unless the said contract or 
contracts or other arrangements contain such provisions 
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as are provided in this title to protect the interests of 
the United States as the Commission deems necessary. 
Such vessel shall be documented under the laws of the 
United States as provided in section 503 of this title. 
The contract of sale, and the mortgage given to secure 
the payment of the unpaid balance of the purchase price, 
shall not restrict the lawful or proper use or operation 
of the vessel, except to the extent expressly required by 
law. 

Sec. 505. (a) All construction in respect of which a 
construction-differential subsidy is allowed under tiiis 
title shall be performed in a shipyard within the con- 
tinental limits of the United States as the result of 
competitive bidding, after due advertisement, with the 
right reserved in the applicant to reject, and in the 
Commission to disapprove, any or all bids. In all such 
construction the shipbuilder, subcontractors, material- 
men, or suppliers shall use, so far as practicable, only 
articles, materials, and supplies of the growth, produc- 
tion, or manufacture of the United States as defined in 
paragraph K of section 401 of the Tariff Act of 1930. 
No shipbuilder shall be deemed a responsible bidder 
unless he possesses the ability, experience, financial re- 
sources, equipment, and other qualifications necessary 
properly to perform the proposed contract. Each bid 
submitted to the Commission shall be accompanied by all 
detailed estimates upon which it is based. The Commis- 
sion may require that the bids of any subcontractors, or 
other pertinent data, acanelanies such bid. All such bids 
and data relating thereto shall be kept permanently on 
file. 

(b)*® No contract shall be made for the construction 
of any vessel under this Act unless the shipbuilder shall 
agree (1) to make a report under oath to the Commission 
upon completion of the contract, setting forth in the 
form prescribed by the Commission the total contract 
price, the total cost of performing the contract, the 
amount of the shipbuilder’s overhead charge to such cost, 
the net profits and the percentage such net profit bears to 
the contract price, and such other information as the 
Commission shall prescribe; (2) to pay to the Com- 
mission profit, as hereinafter provided shall be deter- 
mined by the Commission, in excess of 10 per centum of 
the total contract prices of such contracts within the 
scope of this section as are completed by the particular 


® See Excess Profits Tax Act of 1950, approved January 3, 1951 (Public 
Law 909, Sist Cong. ; 64 Stat. 1187), Subchapter D—Excess Profits Tax, 
yee 1 of the Internal Revenue Code, section 457, which reads as 
ollows : 


“SEC. 457. CORPORATIONS COMPLETING CONTRACTS UNDER MERCHANT MARINE 


“(a) If the Federal Maritime Board certifies to the Secretary that the 
taxpayer has completed within the taxable year any contracts or sub- 
contracts which are subject to the provisions of section 505 (b) of the 
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contracting party within the income taxable year, such 
amount to become the property of the United States, 
but the surety under such contracts shall not be liable 
for the payment of such excess profit: Provided, That 
if there is a net loss on all such contracts or subcontracts 
completed by the particular contractor or subcontractor 
within any income taxable year, such net loss shall be 
allowed as a credit in determining the excess profit, 
if any, for the next succeeding income taxable year: 
Provided, That if such amount is not voluntarily paid, 
the Commission shall determine the amount of such 
excess profit and collect it in the same manner that other 
debts due the United States may be collected; (3) to make 
no subdivisions of any contract or subcontract for the 
same article or articles for the purpose of evading the 
provisions of this Act, and any sahaenan of any con- 
tract or subcontract involving an amount in excess of 
$10,000 shall be subject to the conditions herein pre- 
scribed; (4) that the books, files, and all other records of 
the shipbuilder, or any holding, subsidiary, affiliated, or 
associated company, shall at all times be subject to in- 
spection and audit by any person designated by the Com- 
mission, and the premises, including ships under con- 
struction, of the shipbuilder, shall at all reasonable times 
be subject to inspection by the agents of the Commission ; 
and (5) to make no subcontract unless the subcontractor 
agrees to the foregoing conditions: Provided, that this 
section shall not apply to contracts or subcontracts for 
scientific equipment used for communication and naviga- 
tion as may be so designated by the Commission, nor to 
contracts or other arrangements entered into under this 
title by the terms of which the United States undertakes 


Merchant Marine Act of 1936, as amended, then the tax imposed by this 
subchapter for such taxable year shall be, in lieu of a tax compared under 
section 430, a tax computed under subsection (b) of this section, if, and 
only if, the tax computed under subsection (b) is less than the tax com- 
puted under section 430. 

“(b) The tax computed under this subsection shall be the excess of— 

“(1) A tentative tax computed under section 430 with the normal- 
tax net income increased by the amount of any payments made, or to 
be made, to the Federal Maritime Board with respect to such contracts 
or subcontracts ; over 

“*(2) The amount of such payments.” 

See Renegotiation Act of 1951, approved March 23, 1951 (Public Law 9, 
82d Congress), section 102 (d), which reads as follows: 

“(d) Suspension of Certain Profit Limitations.—Notwithstanding any 
agreement to the contrary, the profit-limitation provisions of the Act of 
March 27, 1934 (48 Stat. 503, 505), as amended and supplemented, and 
of section 505 (b) of the Merchant Marine Act, 1936, as amended and 
supplemented (46 U. S. C. 1155 (b)), shall not apply, in the case of such 
Act of March 27, 1934, to any contract or subcontract if any of the receipts 
or accruals therefrom are subject to this title, and, in the case of the 
Merchant Marine Act, 1936, to any contract or subcontract entered into 
after December 31, 1950, if any of the receipts or accruals therefrom are 
subject to this title.” 

See also section 106 (a) (4) of such Act providing a mandatory exemp- 
tion from title I of the Renegotiation Act of 1951 with respect to the 
furnishing or sale of transportation by common carriers by water which 
is subject to the jurisdiction of the Federal Maritime Board under the 
Intercoastal Shipping Act, 1933. 

See the Renegotiation Act of 1951 (65 Stat. 7), and the Renegotia- 
tions Amendments Act of 1956 (Public Law 870, 84th Cong.; 70 Stat. 
786). Section 3 of the latter Act makes the 1951 Act applicable to the 
Federal Maritime Board and the Maritime Administration. 
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to pay only for national-défense features, and the Com- 
mission shall report annually to Congress the names of 
such contractors and subcontractors affected by this pro- 
vision, together with the applicable contracts and the 
amounts thereof. 

(c) The method of determining the shipbuilder’s profit 
shall be prescribed by the Commission: Provided, That 
in computing such profits no salary of more than $25 000 
per year to any inidiv ridual shall be considered as a part 
of the cost of building such ship, and the Commission 
shall scrutinize construction costs and overhead expenses 
to determine that they are fair, just, and not in excess 
of a reasonable market price for commodities or goods 
or services purchased or charged. 

(d) The Commission may, with the consent of the Sec- 
retary of the Treasury, utilize the services of Treasury 
Department employees engaged in similar functions in 
the determination or collection of shipbuilder profits in 
naval construction. 

(e) If the shipbuilder whose bid has been approved 
by the Commission and accepted by the applicant, as pro- 
vided in section 502 of this title, shall refuse to agree to 
any of the requirements of this section, the Commission 
is authorized to rescind its approval of such bid and to 
advertise for new bids, or, in its discretion, the Commis- 
sion may have the vessel or vessels in question constructed 
in a United States navy yard. 

Src. 506.7 Every owner of a vessel for which a con- 
struction-differential subsidy has been paid shall agree 
that the vessel shall be operated exclusively in foreign 
trade, or on a round-the-world voyage, or on a round voy- 
age from the west coast of the United States to a Euro- 
pean port or ports which includes intercoastal ports of 
the United States, or a round voyage from the Atlantic 
coast of the United States to the Orient which includes 
intercoastal ports of the United States, or on a voyage in 
foreign trade on which the vessel may stop at an island 
possession or island territory of the United States, and 
that if the vessel is operated in the domestic trade on any 
of the above-enumerated services, he will pay annually to 
the Commission that proportion of one-twentieth of the 
construction-differential subsidy paid for such vessel as 
the gross revenue derived from the domestic trade bears 
to the gross revenue derived from the entire voyages 
completed during the preceding year. The Commission 
may consent in w iting to the temporary y transfer of such 
vessel to service other than the serv ice covered by such 
agreement for periods not exceeding six months in mn 


year, whenever the Commission may determine that such 


transfer is necessary or appropriate to carry out the pur- 


7 See section 9 (d) of the Merchant Ship Sales Act of 1946, as amended 
(Public Law 321, 79th Cong., 60 Stat. 46), p, 108 hereof. 
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poses of this Act. Such consent shall be conditioned 
upon the agreement by the owner to pay to the Com- 
mission, upon such terms and conditions as it may pre- 
scribe, an amount which bears the same proportion to the 
construction-differential subsidy paid by the Commission 
as such temporary period bears to the entire economic life 
of the vessel. No operating-differential subsidy shall be 
paid for the operation of such vessel for such temporary 
period. 

Src. 507. If a contract is made by the Commission 
under authority of this title for the construction and sale 
of a new vessel to replace a vessel then operated in for- 
eign trade or domestic trade, which in the judgment of 
the Commission should be replaced because it is obsolete 
or inadequate for successful operation in such trade, the 
Commission is authorized in its discretion, to buy such 
replaced vessel from the owner at a fair and reasonable 
valuation, which valuation shall not exceed the cost to 
the owner or any former owner plus the actual cost pre- 
viously expended thereon for reconditioning, and less a 
reasonable and proper depreciation, based upon not more 
than a twenty-year life of the vessel, and apply the pur- 
chase price agreed upon to that portion of the construc- 
tion cost of such new vessel which is to be borne by the 
purchaser thereof: Provided, That the owner of such 
replaced vessel shall execute a bond, with one or more 
approved sureties, conditioned upon indemnifying the 
United States from all loss resulting from any existing 
lien against such vessel: And provided further, That such 
vessel has been documented under the laws of the United 
States for a period of at least ten years prior to the date 
of its purchase by the United States. 

Sec. 508. If the Commission shall determine that any 
vessel transferred to it by section 202 of this Act, or here- 
after acquired, is of insuflicient value for commercial 
or military operation to warrant its further preserva- 
tion, the Commission is authorized (1) to scrap said 
vessel, or (2) to sell such vessel for cash, after appraise- 
ment and due advertisement, and upon competitive 
sealed bids, either to citizens of the United States or to 
aliens: Provided, That the purchaser thereof shall enter 
into an undertaking with sureties approved by the Com- 
mission that such vessel shall not be operated in the for- 
eign commerce of the United States at any time within 
the period of ten years after the date of the sale, in com- 
petition with any other vessel owned by a citizen or citi- 
zens of the United States and registered under the laws 
thereof. 

Src. 509. Any citizen of the United States may make 
application to the Commission for aid in the construe- 
tion of a new vessel to be operated in the foreign or 
domestic trade (excepting vessels engaged solely in the 
transportation of property on inland rivers and canals 
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exclusively). If such application is approved by the 
Commission, the vessel may be constructed under the 
terms and conditions of this title, but no construction- 
differential subsidy shall be allowed. ‘The Commission 
shall pay for the cost of national-defense features incor- 
porated in such vessel. In case the vessel is designed to 
be of not less than three thousand five hundred gross 
tons and to be capable of sustained speed of not less than 
fourteen knots, the applicant shall be required to pay 
the Commission not less than 1214 per centum of the 
cost of such vessel, and in the case of any other vessel 
the applicant shall be required to pay the Commission 
not less than 25 per centum of the cost of such vessel 
(excluding from such cost, in either case, the cost of na- 
tional defense features) ; and the balance of such pur- 
chase price shall be paid by the applicant within twenty 
years 1n not to exceed twenty equal annual installments, 
with interest at 314 per centum per annum, secured by 
a preferred mortgage on the vessel sold and otherwise 
secured as the Commission may determine: Provided, 
That, notwithstanding any other provisions of law, the 
balance of the purchase price of a passenger vessel con- 
structed under this section which is delivered subsequent 
to March 8, 1946, and which has the tonnage, speed, pas- 
senger accommodations, and other characteristics set 
forth in section 503 of this Act, may, with the approval 
of the Commission, be secured as provided in such sec- 
tion, and the obligation of the purchaser of such a vessel 
shall be satisfied and discharged as provided in such sec- 
tion: And provided, 'That in case a vessel is to be con- 
structed under this section for an applicant who has as 
his principal place of business a place on the Pacific 
coast of the United States (but not including one who 
having been in business on or before August 1, 1935, has 
changed his principal place of business to a place on the 
Pacific coast of the United States after such date), to 
be operated in a coastwise, intercoastal, or other domestic 
service, route, or line from or on the Pacific coast of 
the United States, and the amount of the lowest respon- 
sible bid of shipyards on such coast for the construction 
of such vessel does not exceed the amount of the lowest 
responsible bid therefor of shipyards on the Atlantic 
coast of the United States by more than 6 per centum 
of the amount of the bid of such Atlantic coast ship- 
yard, such vessel shall be constructed for the applicant 
by the Commission only if the applicant accepts such 
lowest responsible bid of the Pacific coast shipyard, and 
agrees to designate and continue as the home port of the 
vessel to be constructed a port on the Pacific coast of the 
United States. The minimum rate of interest on de- 
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applicable, with respect to the periods of construction of 
such vessel and its operation exclusively in coastwise, in- 
tercoastal, and other domestic trade. Such lower interest 

rate shall not apply with respect to any period in which 
the applicant 

(1) Does not continue as its home port a port on the 
Pacific coast of the United States ; 

(2) Operates the vessel in coastwise or other domestic 
trade other than on the Pacific coast; 

(3) Operates the vessel in intercoastal or foreign trade 
except to and from ports on the Pacific coast; or 

(4) Having been in business before August 1, 1935, 
and having changed his principal place of business to 
a place on the Pacific coast after such date, maintains his 
principal place of business at any place on the Pacific 
coast. 

Sec. 510. (a) When used in this section— 

(1) The term “obsolete vessel” means a vessel or ves- 
sels, each of which (A) is of not less than one thousand 
three hundred and fifty gross tons, (B) is not less than 
seventeen years old and, in the judgment of the Commis- 
sion, is obsolete or inadequate for successful operation in 
the domestic or foreign trade of the United States, and 
(C) is owned by a citizen or citizens of the United States 
and has been owned by such citizen or citizens for at least 
three years immediately prior to the date of acquisition 
hereunder: Provided, That until June 30, 1958, the term 
“obsolete vessel” shall mean a vessel or vessels, each of 
which (A) is of not less than one thousand three hundred 
and fifty gross tons, (B) is not less than twelve years old, 
and (C) is owned by a citizen or citizens of the United 
States and has been owned by such citizen or citizens for 
at least three years immediately prior to the date of ac- 
quisition hereunder. 

(2) The term “new vessel” means a vessel or vessels, 
each of which (A) is constructed under the provisions of 
this Act, and is acquired rere two years from the date 
of completion of such vessel, or is purchased under sec- 
tion 714, as amended, by the ai son turning in an obsolete 
vessel under this section, or (B) is hereafter constructed 
in a domestic shipyard on private account and not under 
the provisions of this Act, and documented under the 
laws of the United States. 

(b) In order to promote the construction of new, safe, 
and efficient vessels to carry the domestic and foreign 
water-borne commerce of the United States, the Com- 
mission is authorized, subject to the provisions of this 
section, to acquire any obsolete vessel in exchange for an 
allowance of credit. The amount of such allowance shall 
be determined at the time the owner contracts for the 
construction or purchase of a new vessel. The allowance 
shall not be paid to the owner of the obsolete vessel but 
shall be applied upon the purchase price of a new vessel. 
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In the case of a new vessel constructed under the provi- 
sions of this Act, such allowance may, under such terms 
and conditions as the Commission may prescribe, be ap- 
plied upon the cash payments required under this Act. 
In case the new vessel is not constructed under the provi- 
sions of this Act, the allowance shall, upon transfer of 
the obsolete vessel to the Commission, be paid, for the 
account of the owner, to the shipbuilder constructing such 
new vessel. 

(c) The utility value of the new vessel for operation 
in the domestic or foreign commerce of the United States 
shall not be substantially less than that of the obsolete 
vessel. The gross tonnage of the obsolete vessel may 
exceed the gross tonnage of the new vessel in a ratio not 
in excess of three to one, if the Commission finds that 
the new vessel, although of lesser tonnage, will provide 
utility value equivalent to or greater than that of the 
obsolete vessel. 

(d) The allowance for an obsolete vessel shall be the 
fair and reasonable value of such vessel as determined 
by the Commission. In making such determination the 
Commission shall consider : (1) The scrap value of the 
obsolete vessel both in American and in foreign markets, 
(2) the depreciated value based on a twenty -year life, 
and (3) the market value thereof for operation in the 
world trade or in the foreign or domestic trade of the 
United States. If the owner of the obsolete vessel uses 
such vessel during the period of construction of the new 
vessel, the allowance shall be reduced by an amount repre- 
senting the fair value of such use. The rate for the use 
of the obsolete vessel shall be fixed by the Commission for 
the entire period of such use at the time of execution of 
the contract for the construction of the new vessel. 

(e) ® No gain shall be recognized to the owner for the 
purpose of Federal income taxes in the case of a trans- 
fer of an obsolete vessel to the Commission under the 
provisions of this section. The basis for gain or loss 
upon a sale or exchange and for depreciation under the 
applicable Federal income-tax laws of a new vessel ac- 
quired as contemplated in this section shall be the same 
as the basis of the obsolete vessel or vessels exchanged 
for credit upon the acquisition of such new vessel, in- 
creased in the amount of the cost of such vessel (other 
than the cost represented by such obsolete vessel or 
vessels) and decreased in the amount of loss recognized 
upon such transfer. 

(f) The Commission shall include in its annual report 
to Congress a detailed statement of all transactions con- 
summated under the provisions of the preceding subsec- 


tions during the period covered by such report. 


§ See section 8 (a) of the Merchant Ship Sales Act of 1946, as amended 
, 60 Stat. 41), p. 103, 


(Public Law 321, 79th Cong. snfra. 
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(g) An obsolete vessel acquired by the Commission 
under this section which is or becomes twenty years old 
or more, and vessels presently in the Commission’s laid- 
up fleet which are or become twenty years old or more, 
shall in no case be used for commercial operation, except 
that any such obsolete vessel, or any such vessel in the 
laid-up fleet may be used during any period in which 
vessels may be requisitioned under section 902 of this Act, 
as amended, and except as otherwise provided in this Act 
for the employment of the Commission’s vessels in steam- 
ship lines on trade routes exclusively serving the foreign 
trade of the United States. 

(h) The Secretary of Commerce is authorized until 
July 1, 1958 (subject to the provisions of this section as 
herein amended), to acquire a tanker or tankers, deter- 
mined by him to be desirable for inclusion in the national 
defense reserve, in exchange for an allowance of credit to 
be applied upon the purch: use price of a new tanker or 
tankers: Provided, That each of the tankers to be traded 
in (1) is not less than one thousand three hundred and 
fifty gross tons; (2) is not less than ten years old; (3) is 
owned by a citizen or citizens of the United States ; (4) 
and preference shall be given to those tankers which have 
been documented under the laws of the United States 
for not less than three years immediately preceding; and 
(5) is in class with respect to hull and machinery satis- 
factory to the Secretary of Commerce on the date of its 
physical delivery to the United States and shall be con- 
sidered an “obsolete vessel” for purposes of this section : 
And provided further, That only a tanker which is con- 
structed after the date of enactment of this subsection 
and documented under the laws of the United States shall 
be considered a ‘new vessel’ for purposes of this section. 

The Secretary of Commerce is authorized to pay the 
cost of national defense features incorporated in any such 
new tanker. In the event that the United States acquires 
ownership of such new tanker, the price paid therefor 
shall not include any amount for national defense fea- 
tures paid for by the United States. The foregoing pro- 
visions shall run with the title to each new tanker and 
be binding on all owners thereof. 

The allowance of credit for a traded-in tanker which 
was sold under the Merchant Ship Sales Act of 1946, 
as amended, or which was eligible for a price adjustment 
under section 9 of such Act, shall be: (1) in the case of 
tankers sold under such Act, the depreciated net sales 
price paid to the United States, and (2) in the case of 
tankers which were eligible for price adjustment under 
such Act, the statutory ’ sales price of such tanker as of 
March 8, 1 146, depreciated : plus the depreciated cost of 
any additions or betterments to the tanker which were 
-apitalized by the owner and allowed for Federal income 
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tax purposes. Such allowance shall be determined as of 
the date the owner contracts for the construction of a new 
tanker. In each case, depreciation shall be computed on 
the basis of the life of the tanker adopted or accepted by 
the Internal Revenue Service for determining deprecia- 
tion for income-tax purposes to the date the owner con- 
tracts for the construction of a new tanker. 

The allowance of credit for any other traded-in tanker 
shall be determined in accordance with the provisions of 
subsection (d) of this section. 

In no event shall the amount of credit allowed under 
this subsection or subsection (d) for a traded-in tanker 
exceed the price paid by the owner for such tanker, plus 
the cost of any additions or betterments to the tanker 
capitalized by such owner and allowed for income-tax 
purposes, 

If an owner uses any tanker traded in pursuant to this 
section subsequent to the date of the contract for con- 
struction of a new tanker, the allowance determined shall 
be reduced by an amount equal to depreciation for the 
period of such use and computed in accordance with the 
schedule adopted or accepted by the Internal Revenue 
Service. Title to the traded-in tanker shall in all in- 
stances vest in the United States, and the allowance of 
credit shall be applied at the time of physical delivery of 
such tanker to the United States, which shall be no later 
than ninety days after delivery of the new tanker. The 
traded-in tanker shall thereupon be placed in the national 
defense reserve subject to the provisions of section 11 of 
the Merchant Ship Sales Act of 1946, as amended. 

Sec. 511. (a) When used in this section the term “new 
vessel” means any vessel (1) documented or agreed with 
the Commission to be documented under the laws of the 
United States; (2) constructed in the United States after 
December 31, 1939, or the construction of which has been 
financed under title V or VII of this Act, as amended, or 
the construction of which has been aided by a mortgage 
insured under title XI of this Act as amended; and (3) 
either (A) of such type, size, and speed as the Commis- 
sion shall determine to be suitable for use on the high 
seas or Great Lakes in carrying out the purposes of this 
Act, but not of less than two thousand gross tons or of less 
speed than twelve knots, unless the Commission shall 
determine and certify in each case that a vessel of a 
specified lesser tonnage or speed is desirable for use by the 
United States in case of war or national emergency, or 
(B) constructed to replace a vessel or vessels requisitioned 
or purchased by the United States. 

(b) For the purposes of promoting the construction, 
reconstruction, reconditioning, or acquisition of vessels, 
or for other purposes authorized in this section, necessary 
to carrying out the policy set forth in title I of this Act, 
any citizen of the United States who is operating a vessel 
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or vessels in the foreign or domestic commerce of the 
United States or in the fisheries or owns in whole or in 
part a vessel or vessels being so operated, or who, at the 
time of purchase or requisition of the vessel by the Gov- 
ernment, was operating a vessel or vessels so engaged or 
owned in whole or in part a vessel or vessels being so oper- 
ated or had acquired or was having constructed a vessel or 
vessels for the purpose of operation in such commerce or 
in the fisheries, may establish a construction reserve fund, 
for the construction, reconstruction, reconditioning, or 
acquisition of new vessels, or for other purposes author- 
ized in this section, to be composed of deposits of proceeds 
from sales of vessels, indemnities on account of losses of 
vessels, earnings from the operation of vessels docu- 
mented under the laws of the United States and from 
services incident thereto, and receipts, in the form of in- 
terest or otherwise, with respect to amounts previously de- 

osited. Such construction reserve fund shall be estab- 
lished, maintained, expended, and used in accordance 
with the provisions of this section and rules or regula- 
tions to be prescribed jointly by the Commission and the 

Secretary of the Treasury, 

(c) In the case of the sale or actual or constructive 
total loss of a vessel, if the taxpayer deposits an amount 
equal to the net proceeds of the sale or to the net indem- 
nity with respect to the loss in a construction reserve fund 
established under subsection (b), then— 

(1) if the taxpayer so elects in his income-tax re- 
turn for the taxable year in which the gain was real- 
ized, or 

(2) in case a vessel is purchased or requisitioned 
by the United States, or is lost, in any taxable year 
beginning after December 31, 1939, and the taxpayer 
receives payment for the vessel so purchased or req- 
uisitioned, or receives from the United States in- 
demnity on account of such loss, subsequent to the 
end of such taxable year, if the taxpayer so elects 
prior to the expiration of sixty days after the receipt 
of the payment or indemnity, and in accordance with 
a form of election to be prescribed by the Commis- 
sioner of Internal Revenue with the approval of the 
Secretary of the Treasury, 

no gain shall be recognized to the taxpayer in respect 
of such sale or indemnification in the computation of net 
income for the purposes of Federal income or excess- 
profits taxes. If an election is made under subdivision 
(2) and if computation or recomputation in accordance 
with this subsection is otherwise allowable but is pre- 
vented, on the date of making such election or within six 
months thereafter, by any statute of limitation, such com- 
putation or recomputation nevertheless shall be made 
notwithstanding such statute if a claim therefor is filed 
within six months after the date of making such election. 
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For the purposes of this subsection no amount shall be 
considered as deposited in a construction reserve fund un- 
less it is deposited within sixty days after it is received 
by the taxpayer. 

As used in this subsection the term “net proceeds” and 
the term “net indemnity” mean the sum of (1) the ad- 
justed basis of the vessel and (2) the amount of gain 
which would be recognized to the taxpayer without 
regard to this subsection. 

(d) The basis for determining gain or loss and for 
depreciation, for the purposes of Federal income or ex- 
cess profits taxes, of any new vessel constructed, recon- 
structed, reconditioned, or acquired by the taxpayer, or 
with respect to which purchase-money indebtedness is 
liquidated as provided in subsection (g), in whole or in 
part out of the construction reserve fund shall be reduced 
by that portion of the deposits in the fund expended in 
the construction, reconstruction, reconditioning, acquisi- 
tion, or liquidation of purchase-money indebtedness of 
the new vessel which represents gain not recognized for 
tax purposes under subsection (c). 

(e) For the purposes of this section, (1) if the net pro- 
ceeds of a sale or the net indemnity in respect of a loss 
are deposited in more than one deposit, the amount con- 
sisting of the gain shall be considered as first deposited ; 
(2) amounts expended, obligated, or otherwise with- 
drawn shall be applied against the amounts deposited in 
the fund in the order of deposit; and (3) if any deposit 
consists in part of gain not recognized under subsection 
(c), any expenditure, obligation, or withdrawal applied 
against such deposit shall be considered to consist of gain 
in the proportion that the part of the deposit consisting 
of gain bears to the total amount of the deposit. 

(f) With respect to any taxable year, amounts on 
deposit on the last day of such year in a construction 
reserve fund in accordance with this section and with 
respect to which all the requirements of subsection (g) 
have been satisfied, to the extent that such requirements 
are applicable as of the last day of said taxable year, 
shall not constitute an accumulation of earnings or prof- 
its within the meaning of section 102 of the Internal 
Revenue Code. 

(g) The provisions of subsections (c) and (f) shall 
apply to any deposit in the construction reserve fund 
only to the extent that such deposit is expended or obli- 
gated for expenditure, in accordance with rules and reg- 
ulations to be prescribed jointly by the Commission and 
the Secretary of the Treasury— 

(1) under a contract for the construction or ac- 
quisition of a new vessel or vessels (or in the discre- 
tion of the Commission, for a part interest therein), 
or, with the approval of the Commission, for the 
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reconstruction or reconditioning of a new vessel or 
vessels, entered into within (i) two years from the 
date of deposit or the date of any extension thereof 
which may be granted by the Commission pursuant 
to the provisions of section 511 (h), in the case of 
deposits made prior to the date on which these 
amendatory provisions become effective, or (ii) three 
years from the date of such deposit in the case of a 
deposit made after such effective date, only if under 
such rules and regulations— 

(A) within such period not less than 1214 
per centum of the construction or contract price 
of the vessel or vessels is paid or irrevocably 
committed on account thereof and the plans and 
specifications therefor are approved by the Com- 
mission to the extent by it deemed necessary ; 
and 

(B) in case of a vessel or vessels not con- 
structed under the provisions of this title or not 
purchased from the Commission, (i) said con- 
struction is completed, within six months from 
the date of the construction contract, to the ex- 
tent of not less than 5 per centum thereof (or 
in case the contract covers more than one vessel, 
the construction of the first vessel so contracted 
for is so completed to the extent of not less than 
5 per centum) as estimated by the Commission 
and certified by it to the Secretary of the Treas- 
ury, and (11) all construction under such con- 
tract is completed with reasonable dispatch 
thereafter ; 

(2) for the liquidation of existing or subsequently in- 
curred purchase-money indebtedness to persons other 
than a parent company of, or a company affiliated or 
associated with, the mortgagor on a new vessel or vessels 
within (i) two years from the date of deposit or the date 
of any extension thereof which may be granted by the 
Commission pursuant to the provisions of section 511 
(h), in the case of deposits made prior to the date on 
which these amendatory provisions become effective, or 
(ii) three years from the date of such deposit in the case 
of a deposit made after such effective date. 

(h) The Commission is authorized under rules and 
regulations to be prescribed jointly by the Secretary of 
the Treasury and the Commission to grant extensions of 
the period within which the deposits shall be expended 
or obligated or within which construction shall have 
progressed to the extent of 5 per centum of completion as 
provided herein, but such extension shall not be for an 
aggregate additional period in excess of two years with 
respect to the expenditure or obligation of such deposits 
or more than one year with respect to the progress of such 
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46.0. 8.C. construction: Provided, That until March 31, 1953,° in 
: addition to the extensions hereinbefore permitted, further 
extensions may be granted ending not later than Sep- 
tember 30, 1953. 
Conditionsun- = (i) Any such deposited gain or portion thereof which 
posits taxable. is not so expended or obligated within the period pro- 
P. L. 586,824 vided, or which is otherwise withdrawn before the 
ons Pos eeat. eXpiration of such period, or with respect to which the 
764. construction has not progressed to the extent of 5 per 
centum of completion within the period provided, or with 
respect to which the Commission finds and certifies to the 
Secretary of the Treasury that, for causes within the 
control of the taxpayer, the entire construction is not 
completed with reasonable dispatch, if otherwise taxable 
income under the law applicable to the taxable year in 
which such gain was realized, shall be included in the 
gross income for such taxable year, except for the purpose 
of the declared value excess-profits tax and the capital- 
stock tax. If any such deposited gain or portion thereof 
with respect to a deposit made in any taxable year ending 
on or before June 30, 1945, is so included in gross income 
for such taxable year, there shall (in addition to any 
other deficiency ) * assessed, collected, and paid in the 
same manner as if it were a deficiency, an amount equal 
to 1.1 per centum of the amount of gain so included, such 
amount being in lieu of any adjustment with respect to 
the declared value excess-profits tax for such taxable year. 
Assessment (j) Notwithstanding any other provision of law, any 
efucfeienes, deficiency in tax for any taxable year resulting from the 
inclusion of any amount in gross income as provided by 
subsection (i), and the amount to be treated as a de- 
ficiency under such subsection in lieu of any adjustment 
with respect to the declared value excess-profits tax, may 
be assessed or a proceeding in court for the collection 
thereof may be begun without assessment, at any time: 
Provided, however, That interest on any such deficiency 
or amount to be treated as a deficiency shall not begin 
until the date the deposited gain or portion thereof in 
question is required under subsection (i) to be included 
in gross income. 
(k) This section shall be applicable to a taxpayer 





Eee at op. only in respect of sales or indemnifications for losses 
section. occurring within a taxable year beginning after Decem- 
ber 31, 1939, and only in respect of earnings derived 
during a taxable year beginning after December 31, 1939. 
61 Stat. 917; *Public Law 571, 82d Congress, approved July 16, 1952, reads as 
65 Stat. 366. ‘follows: 
54 Stat. 1106. Resolved by the Senate and House of Representatives of the United 
460.8. C. States of America in Congress assembled, That section 5 of an Act 
§ 1161. approved August 8, 1947 (Public Law 384, Hightieth Congress), relating 


to merchant-marine construction reserve funds established under section 
511 of the Merchant Marine Act, 1936, as amended, is hereby amended 
by otriking out “‘March 31, 1952’ and inserting in lieu thereof “March 
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(1) For the purposes of this section a vessel shall be 
considered as constructed or acquired by the taxpayer if 
constructed or acquired by a corporation at a time when 
the taxpayer owns at least 95 per centum of the total 
number of shares of each class of stock of the corporation. 

(m) The terms used in this section shall have the same 
meaning as in chapter 1 of the Internal Revenue Code. 

(n) The terms “contract for the construction” and 
“construction contract”, as used in this section, shall in- 
clude, in the case of a taxpayer who constructs a new ves- 
sel in a shipyard owned by such taxpayer, an agreement 
between such taxpayer and the Commission with respect 
to such construction and containing provisions deemed 
necessary or advisable by the Commission to carry out 
the purposes and policy of this section. 

(o) The terms “reconstruction and reconditioning”, 
as used in this section, shall include the reconstruction, 
reconditioning, or modernization of a vessel for exclusive 
use on the Great Lakes, including the Saint Lawrence 
River and Gulf, if the Commission determines that the 
objectives of this Act will be promoted by such recon- 
struction, reconditioning, or modernization, and, not- 
withstanding any other provisions of law, such vessel 
shall be deemed to be a “new vessel” within the meaning 
of this section for such reconstruction, reconditioning, 
or modernization. 


Tirte VI—Operatine-DirrerENTIAL SUBSIDY 


Sec. 601. (a) The Commission is authorized and di- 
rected to consider the application of any citizen of the 
United States for financial aid in the operation of a 
vessel or vessels, which are to be used in an essential 
service in the foreign commerce of the United States. 
No such application shall be approved by the Commis- 
sion unless it determines that (1) the operation of such 
vessel or vessels in such service, route, or line is required 
to meet foreign-flag competition and to promote the for- 
eign commerce of the United States, and that such vessel 
or vessels were built in the United States, or have been 
documented under the laws of the United States not 
later than February 1, 1928, or actually ordered and un- 
der construction for the account of citizens of the United 
States prod to such date; (2) the applicant owns, or can 
and will build or purchase, a vessel or vessels of the size, 
type, speed, and number, and with the proper equipment 
required to enable him to operate and maintain the serv- 
ice, route, or line, in such manner as may be necessary to 
meet competitive conditions, and to promote foreign 
commerce; (3) the applicant possesses the ability, ex- 
perience, financial resources, and other qualifications 
necessary to enable him to conduct the proposed opera- 
tions of the vessel or vessels as to meet competitive con- 
ditions and promote foreign commerce; (4) the granting 
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of the aid applied for is necessary to place the proposed 
operations of the vessel or vessels on a parity with those 
of foreign competitors, and is reasonably calculated to 
varry out effectively the purposes and policy of this Act. 

(b) Every application for an operating-differential 
subsidy under the provisions of this title shall be accom- 
panied by statements disclosing the names of all persons 
having any pecuniary interest, direct or indirect, in such 
application, or in the ownership or use of the vessel or 
vessels, routes, or lines covered thereby, and the nature 
and extent of any such interest, together with such finan- 
cial and other statements as may be required by the Com- 
mission. All such statements shall be under oath or 
affirmation and in such form as the Commission shall 
prescribe. Any person who, in an application for finan- 
cial aid under this title or in any statement required to be 
filed therewith, willfully makes any untrue statement of 
a material fact, shall be guilty of a misdemeanor. 

Sxc. 602. No contract for an operating-differential 
subsidy shall be made by the Commission for the opera- 
tion of a vessel or vessels to meet foreign competition, 
except direct foreign-flag competition, until and unless 
the Commission, after a full and complete investigation 
and hearing, shall determine that an operating subsidy is 
necessary to meet competition of foreign-flag ships. 

Sec. 603.%° (a) If the Commission approves the appli- 
cation, it may enter into a contract with the applicant 
for the payment of an operating-differential subsidy de- 
termined in accordance with the provisions of subsection 
(b) of this section, for the operation of such vessel or 
vessels in such service, route, or line for a period not 
exceeding twenty years, and subject to such reasonable 
terms and conditions, consistent with this Act, as the 
Commission shall require to effectuate the purposes and 
policy of this Act, including a performance bond with 
approved sureties, if such bond 1s required by the Com- 
mission. 


1° See the proviso in the Supplemental Independent Offices Appropriation 
Act, 1949 (Public Law 862, 80th Cong. ; 62 Stat. 1196) which reads as fol- 
lows: “Provided, That nothing contained herein and in the Independent 
Offices Appropriation Act, 1948, shall be construed to affect the authority 
of the Commission pursuant to the provisions of section 603 (a) of the 
Merchant Marine Act, 1936, as amended, (1) to grant operating differential 
subsidies on a long-term basis and (2) to obligate the United States to 
make future payments in accordance with the terms of such operating- 
differential subsidy contracts, and all receipts which otherwise would be 
deposited to the credit of said fund shall be covered into the Treasury as 
miscellaneous receipts”. 

See also similar provisions in the Independent Offices Appropriation 
Act, 1950 (Public Law 266, 81st Cong.; 63 Stat. 652), the General Ap- 
propriation Act, 1951 (Public Law 759, 81st Cong.:; 64 Stat. 715), the 

ndependent Offices Appropriation Act, 1952 (Public Law 137, 82d Cong. ; 

65 Stat. 284), the In et Offices ee Act, 1953 (Public 
Law 455, 82d Cong.; 66 Stat. 412), the Departments of State, Justice 
and Commerce Appropriation Act, 1954 (Public Law 195, 83d Cong.; 67 
Stat. 379) and the Departments of State, Justice and Commerce and the 
United States Information Agency Appropriation Act, 1955 (Public Law 
471, 83d Cong. ; 68 Stat. 425). 

See also, under the subheading “Operating-differential subsidies’, the 
Department of Commerce and Related Agencies Appropriation Act, 1956 


Giaite mr tee 745 | ayy Sons. oe — ™ = the Department of Com- 
erce an elate gencies Appropriation Act, 1957 (Public Law 604, 
84th Cong. ; 70 Stat. 317). sie ' 
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(b) Such contract shall provide that the amount of 
the operating-differential subsidy shall not exceed the 
excess of the fair and reasonable cost of insurance, main- 
tenance, repairs not compensated by insurance, wages 
and subsistence of officers and crews, and any other items 
of expense in which the Commission shall find and deter- 
mine that the applicant is at a substantial disadvantage 
in competition with vessels of the foreign country here- 
inafter referred to, in the operation under United States 
registry of the vessel or vessels covered by the contract, 
over the estimated fair and reasonable cost of the same 
items of expense (after deducting therefrom any esti- 
mated increase in such items necessitated by features in- 
corporated pursuant to the provisions of section 501 (b) ) 
if such vessel or vessels were operated under the registry 
of a pen country whose vessels are substantial com- 
petitors of the vessel or vessels covered by the contract. 

(c) The amount of such subsidy shall be determined 
and payable on the basis of a final accounting made as 
soon as practicable after the end of each year or other 
period fixed in the contract. The Commission mav pro- 
vide for in the contract, or otherwise approve, the pay- 
ment from time to time during any such period of such 
amounts on account as it deems proper. Such payments 
on account shall in no case exceed 75 per centum of the 
amount estimated to have accrued on account of such 
subsidy, except that, with respect to that part of the sub- 
sidy relating to any particular voyage, an additional 15 
per centum may be paid to the contractor after such con- 
tractor’s audit of the voyage account for such voyage 
has been completed and the Commission’s auditors have 
verified the correctness of the same. Any such payments 
shall be made only after there has been furnished to the 
Commission such security as it deems to be reasonable 
and necessary to insure refund of any overpayment. 

No such operating-differential subsidy shall be paid 
until the contractor shall have furnished evidence satis- 
factory to the Commission that the wages prescribed in 
accordance with subsection 301 (a) of this Act have been 
paid to the ship’s personnel. 

Sec. 604. If in the case of any particular foreign 
trade route the Commission shall find after consultation 
with the Secretary of State, that the subsidy provided for 
in this title is in any respect inadequate to offset the effect 
of governmental aid paid to foreign competitors, it may 
grant such additional subsidy as it determines to be neces- 
sary for that purpose: Provided, That no such additional 
subsidy shall be granted except upon an affirmative vote 
of four of the members of the Ceimanaeien: 

Sec. 605. (a) No operating-differential subsidy shall 
be paid for the operation of any vessel on a voyage on 
which it engages in coastwise or intercoastal trade: 
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Provided, however, That such subsidy may be paid on a 
round-the-world voyage or a round voyage from the west 
coast of the United States to a European port or ports 
or a round voyage from the Atlantic coast to the Orient 
which includes intercoastal ports of the United States 
or a voyage in foreign trade on which the vessel may 
stop at an island possession or island territory of the 
United States, and if the subsidized vessel earns any 
gross revenue on the carriage of mail, passengers, or 
cargo by reason of such coastal or intercoastal trade the 
subsidy payment for the entire voyage shall be reduced 
by an amount which bears the same ratio to the subsidy 
otherwise payable as such gross revenue bears to the 
gross revenue derived from the entire voyage. No ves- 
sel operating on the Great Lakes or on the inland water- 
ways of the United States shall be considered for the 
purposes of this Act to be operating in foreign trade. 

(b) No operating-differential subsidy shall be paid for 
the operation of a vessel that is more than twenty years 
of age except one whose life expectancy has been deter- 
mined as provided in section 607 (b) for a period in no 
case to exceed the life expectancy determined thereunder, 
unless the Commission finds that it is to the public in- 
terest to grant such financial aid for the operation of 
such vessel and enters a formal order thereon, and the 
Commission shall include in each annual report a full 
report covering each case in which such exception is 
made, with the reasons therefor. 

(c) No contract shall be made under this title with 
respect to a vessel to be operated on a service, route, 
or line served by citizens of the United States which 
would be in addition to the existing service, or services, 
unless the Commission shall determine after proper hear- 
ing of all parties that the service already provided by 
vessels of United States registry in such service, route, 
or line is inadequate, and that in the accomplishment of 
the purposes and policy of this Act additional vessels 
should be operated thereon; and no contract shall be 
made with respect to a vessel operated or to be operated 
in a service, route, or line served by two or more citizens 
of the United States with vessels of United States regis- 
try, if the Commission shall determine the effect of such 
a contract would be to give undue advantage or be unduly 
prejudicial, as between citizens of the United States, in 
the operation of vessels in competitive services, routes, or 
lines, unless following public hearing, due notice of 
which shall be given to each line serving the route, the 
Commission shall find that it is necessary to enter into 
such contract in order to provide adequate service by ves- 
sels of United States registry. ‘The Commission, in de- 
termining for the purposes of this section whether serv- 
ices are competitive, shall take into consideration the 
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type, size, and speed of the vessels employed, whether 
passenger or cargo, or combination passenger and cargo, 
vessels, the ports or ranges between which they run, the 
character of cargo carried, and such other facts as it 
may deem proper. 

Sec. 606. Every contract for an operating differen- 
tial subsidy under this title shall provide (1) that the 
amount of the future payments to the contractor shall 
be subject to review ina readjustment from time to time, 
but not more frequently than once a year, at the instance 
of the Commission or of the contractor. If any such 
readjustment cannot be reached by mutual agreement, 
the Commission, on its own motion or on the application 
of the contractor, shall, after a proper hearing, determine 
the facts and make such readjustment in the amount of 
such future payments as it may determine to be fair 
and reasonable and in the public interest. The testimony 
in every such proceeding shall be reduced to writing 
and filed in the office of the Commission. Its decision 
shall be based upon and governed by the changes which 
may have occurred since the date of the said contract, 
with respect to the items theretofore considered and on 
which such contract was based, and other conditions 
affecting shipping, and shall be promulgated in a formal 
order, which shall be accompanied by a report in writing 
in which the Commission shall state its findings of fact ; 
(2) that the compensation to be paid under it shall be 
reduced, under such terms and in such amounts as the 
Commission shall determine, for any periods in which 
the vessel or vessels are laid up; (3) that if the Commis- 
sion shall determine that a change in the service, route, or 
line, which is receiving an operating-differential subsidy 
under this title, is necessary in the accomplishment of the 
purposes of this Act, it may make such change upon such 
readjustment of payments to the contractor as shall be 
arrived at by the method prescribed in clause (1) of 
these conditions; (4) that if at any time the contractor 
receiving an operating-differential subsidy claims that 
he cannot maintain and operate his vessels on such serv- 
ice, route, or line, with a reasonable profit upon his in- 
vestment, and applies to the Commission for a modifica- 
tion or rescission of his contract to maintain such serv- 
ice, route, or line, and the Commission determines that 
such claim is proved, the Commission shall modify or 
rescind such contract and permit the contractor to with- 
draw such vessels from such service, route, or line, upon 
a date fixed by the Commission, and upon the date of 
such withdrawal the further payment of the operating- 
differential subsidy shall cease and the contractor be 
discharged from any further obligation under such con- 
tract; (5) that when at the end of any ten-year period 
during which an operating-differential subsidy has been 
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paid under a contract or consecutive contracts (such 
period to be computed from the end of the operator’s last 
completed recapture period regardless of its duration, or 
from the beginning of subsidized operations if the op- 
erator has not previously completed a recapture period), 
or when prior to the end of such ten-year period subsi- 
dized operations shall be finally terminated, if the net 
profit of the contractor on his subsidized vessels and 
services incident thereto during such period or time 
(without regard to capital gains and capital losses), 
after deduction of depreciation charges based upon a life 
expectancy of the aclaciond vessels determined as pro- 
vided in section 607 (b), has averaged more than 10 per 
centum per annum upon the contractor’s capital invest- 
ment necessarily employed in the operation of the sub- 
sidized vessels, services, routes, and lines, the contractor 
shall pay to the United States an amount equal to one- 
half of such profits in excess of 10 per centum per annum 
as partial or complete reimbursement for operating-dif- 
ferential subsidy payments received by the contractor for 
such recapture period, but the amount of excessive profit 
so recaptured shall not in any case exceed the amount of 
the operating-differential arene payments theretofore 
made to the contractor for such period under such con- 
tract or consecutive contracts and the repayment of such 
reimbursement to the Commission shall be subject to 
the provisions of section 607;** (6) that the contractor 
shall conduct his operations with respect to the vessel’s 
services, routes, and lines covered by his contract in the 
most economical and efficient manner, but with due re- 
gard to the wage and manning scales and working con- 
ditions prescribed by the Commission as provided in 
title IIL; and (7) that whenever practicable, the operator 
shall use only articles, materials, and supplies of the 
growth, production, and manufacture of the United 
States, as delined in section 505a herein, except when it 
is necessary to purchase supplies and equipment outside 
the United States to enable such vessel to continue and 
complete her voyage, and the operator shall perform re- 
pairs to subsidized vessels within the continental limits 
of the United States, except in an emergency. 

Sec. 607. (a) Every contract for an operating-differ- 
ential subsidy made under authority of this title shall 
provide that the contractor shall be entitled to annually 
withdraw from net earnings of subsidized vessels and 
services incident thereto as profit, if the contractor is 


a natural person or a partnership, or may pay to its 


1 Section 1 of Public Law 515, 84th Cong., approved May 10, 1956, 
amended subdivision (5) 
follows: 

“Sec. 2. Each operating-differential subsidy contract in force on the 
date of enactment of this Act shall, if the subsidized contractor con- 
sents, be amended to conform to the provisions of section 606 of the 
Merchant Marine Act, 1936, as amended by section 1 of this Act.” 


as herein set forth, and section 2 reads as 
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shareholders or stockholders, as dividends, if the con- 

tractor is an association or corporation, a sum not in 

excess of 10 per centum per annum on the contractor’s 
‘apital necessarily employed in his business, except sub- 

ject to the further provisions of this section which like- 

wise shall be incorporated in such contract. 

(b) To insure the prompt payment of the contractor’s 
obligations to the United States and the replacement 
of the contractor’s subsidized vessels as may be required, 
the contractor shall create and maintain, out of gross 
earnings, during the life of such contract, » capital 

reserve fund,” in such depository or depositories as may 
be approved ‘by the Commission. In this fund the con- 
tractor shall deposit annually or oftener, as the Commis- 
sion may require, an amount equal to the annual deprecia- 
tion charges on the contractor’s vessels on which the 
operating differential is being paid, such depreciation 
charges to be computed on a tw enty-year life expectancy 
of the subsidized vessels, exe ept that the life expectancy 
of a vessel which shall have been or is to be wholly or 
partially reconstructed or reconditioned shall upon re- 
quest be determined jointly by the Secretary of the Treas- 
ury and the Commission, and the depreciation charges 
on such vessel shall be computed on the life expectancy 
so determined: Provided, however, That if, during any 
accounting year, the annual depreciation charges on the 
contractor’s line of subsidized vessels has not been earned, 
in whole or in part, over and above the annual expense 
of operation of such vessels (exclusive of said annual 
depreciation thereon), the contractor shall not be required 
to deposit in his capital reserve fund for such accounting 
year a sum in excess of the amount of annual depreciation 
actually earned during that year but shall make up any 
and all deficiencies in his capital reserve fund as soon as 
the earnings of his subsidized vessels in excess of annual 
expenses of operation shall permit. The proceeds of all 
insurance and indemnities received by the contractor on 
account of total loss of any subsidized vessel and the 
proceeds of any sale or other disposition of such vessel 
shall also be deposited in the capital reserve fund. 

The contractor shall also deposit in the capital reserve 
fund, from time to time, such percentage of the annual 
net profits of the contractor’s business covered by the 
contract as the Commission shall determine is necessary 
to further build up a fund for replacement of the con- 
tractor’s subsidized ships; but the Commission shall not 
require the contractor to make such deposit of the con- 
tractor’s net profits in the capital reserve fund unless the 
cumulative net profits of the contractor, at the time such 
deposit is to be made, shall be in excess of 10 per centum 
per annum from the date the contract was executed. 
From the capital reserve fund so created, the contractor 
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may pay the principal, when due, on all notes secured by 
mortgage on the subsidized vessels and may make dis- 
bursements for the purchase of replacement vessels or 
reconstruction of vessels or additional vessels to be em- 
ployed by the contractor on an essential foreign-trade 
line, route, or service approved by the Commission, but 
payments from the capital reserve fund shall not be 
made for any other purpose. The contractor may, with 
the consent of the aaah pay from said fund any 
sums owing but not yet due on notes secured by mort- 
gages on subsidized vessels. 

(c) ™ To attain the public objects for which the finan- 
cial aid provided for in such contract is extended and to 
insure the continued maintenance and successful opera- 
tion of the subsidized vessels, the contractor shall create 
and maintain, during the life of such contract, a “special 
reserve fund” in such depository or depositories as the 
Commission shall approve. 

If the profits, without regard to capital gains and 
sapital losses, earned by the business of the subsidized 
vessels and services incident thereto exceed 10 per centum 
per annum and exceed the percentage of profits deposited 
in the capital reserve fund, as provided in subsection (b) 
of this section, the contractor shall deposit annually such 
excess profits in this reserve fund. From the special 
reserve fund the contractor may make the following dis- 
bursements and no others: 

(1) Reimbursement to the contractor’s general funds 
for any losses on the operation of the subsidized vessels 
and services incident thereto sustained subsequent to the 
execution of the operating-differential-subsidy contract ; 

(2) Reimbursement to the contractor’s general funds 
for current operating losses on completed voyages of 
subsidized vessels whenever the Commission shall deter- 
mine it is improbable that such current losses will be 
made up by profits on other voyages during the current 
year; 

(3) Payment of amounts due from the contractor to 
the Commission for reimbursement as provided in clause 
5 of section 606, but such reimbursement shall be de- 





12 See poorer in the Supplemental Independent Offices Appropriation 
Act, 1949 (Public Law 862, 80th Cong.; 62 Stat. 1196), which reads as 
follows: “Provided, That to the extent that the operating-differential 
subsidy accrual (computed on the basis of parity) is represented on the 
operator’s books by a contingent accounts receivable {tem against the 
Commission as a partial or complete offset to the recapture accrual, the 
operator (1) shall be excused from making deposits in the Special Reserve 
Fund and, (2) as to the amount of such earnings the deposit of which is 
so excused, shall be entitled to the same tax treatment as though it had 
been deposited in said Special Reserve Fund. To the extent that any 
amount paid to the operator by the Commission reduces the balance in 
the operator’s contingent receivable account against the Commission, such 
amount, unless it is forthwith deposited in the fund, shall be considered 
as withdrawn under Section 607 (h) of the Merchant Marine Act, 1936, 
as amended ;” 

And see similar provisions in the subsequent appropriation acts for the 
agency referred to in footnote 10, page 48. 

See also the amendment to the Excess Profits Tax Act of 1950 with 
respect to section 607 deposits in Public Law 594, 82d Congress, approved 
July 21, 1952 (66 Stat. 818). 
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ferred until the amount on deposit in the special reserve 
fund shall be sufficiently in excess of 5 per centum of 
the capital necessarily employed in the business so that 
payment of such reimbursement to the Commission will 
not reduce the spegial reserve fund below a sum equal 
to such 5 per centum of capital necessarily employed in 
the business: Provided, That such reimbursement to the 
Commission, if so deferred, shall be payable upon ter- 
mination of the contract from any amounts then in the 
special reserve fund and the capital reserve fund: Pro- 
vided further, That if any amounts shall have been trans- 
ferred to the general funds of the contractor from either 
of such reserve funds and not repaid thereto, or if pre- 
payments of amounts not due before one year after the 
date of termination of the contract have been made from 
the capital reserve fund pursuant to subsection (b) of 
this section, then the balance of such reimbursement not 
paid out of said reserve funds shall be payable out of 
any other assets of the contractor, but the amounts so 
payable from such assets shall not exceed in the aggre- 
gate the sum of the amounts so transferred and not re- 
paid, and the amounts of such prepayments; 

(4) After reimbursement to the contractor’s general 
funds of all operating losses has been made, as provided 
in clause 1, and after reimbursement to the Commission 
of all amounts due from the contractor, as determined 
under clause 5 of section 606, if the amount accumu- 
lated in the special reserve fund shall then be in excess 
of 5 per centum of the capital necessarily employed in 
the business, the contractor may, if the Commission ap- 
proves, withdraw some or all of such excess reserve and 
pay the sum so withdrawn into the contractor’s general 
funds or distribute the sum so withdrawn as a special 
dividend to the contractor’s shareholders or stockholders 
or as a bonus to officers or employees, as the contractor 
may determine. 

(d) The Commission shall adopt and prescribe rules 
and regulations for the administration of the reserve 
funds contemplated by this section and shall include 
therein a definition of the term “net earnings” and the 
term “capital necessarily employed in the business,” as 
such terms are employed in this section: Provided, how- 
ever, That the term “net earnings” shall take into account 
as & proper accounting charge to operation of vessels 
expense, an annual depreciation charge on the vessels, 
computed on the economic life of the vessel as provided 
in section 607 (b) and the term “capital necessarily em- 
ployed in the business” shall not include borrowed 
capital. 

_ Upon application of the contractor, the Commission, 
in its discretion, may permit the investment by the oper- 
ator of some or all of the contractor’s capital and special 
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reserve fund in approved interest-bearing securities, ap- 
proved by the Commission, upon condition that the in- 
terest on such securities shall be deposited in the capital 
reserve fund. 

(e) If, during any accounting year, the contractor’s 
general funds have become seriously depleted due to 
operating losses on the subsidized vessels and the special 
reserve fund has been exhausted, the Commission may, 
in its discretion, permit the contractor temporarily to 
withdraw from his capital reserve fund such excess there- 
in on deposit over and above the amount necessary to pay 
the principal amount currently due or about to become 
due on the contractor’s mortgage obligation on the sub- 
sidized vessels: Provided, however, That the sum so with- 
drawn shall be repaid to the capital reserve fund as soon 
as the contractor’s financial condition shall permit. 

(f) Unless otherwise provided in the operating-differ- 
ential subsidy contract, upon the termination of any such 
contract, the reserve funds required under this Act shall 
be the property of the contractor, except for such amounts 
as may be due the United States. 

(g) With the approval of the Commission, the con- 
tractor may voluntarily increase the amount of either or 
both reserve funds by depositing in such fund or funds 
any or all of the earnings otherwise available for distri- 
bution to stockholders, or may transfer funds from the 
special reserve funds to the capital reserve funds. If a 
voluntary deposit of earnings approved by the Commis- 
sion under this subsection after December 31, 1950, results 
in an overpayment of Federal taxes for any year, interest 
shall not be allowed on such overpayment for — period 
prior to the date of approval of the deposit by the Com- 
mission. 

(h) The earnings of any contractor receiving an oper- 
ating-differential subsidy under authority of this Act, 
which are deposited in the contractor’s reserve funds as 
provided in this section, except earnings withdrawn from 
the special reserve funds and paid into the contractor’s 
general funds or distributed as dividends or bonuses as 
provided in paragraph 4 of subsection (c) of this section, 
shall be exempt from all Federal taxes. Earnings with- 
drawn from such special reserve fund shall be taxable as 
if earned during the year of withdrawal from such fund. 

Sec. 608. No contract executed under this title or any 
interest therein shall be sold, assigned, or transferred, 
either directly or indirectly, or through any reorgani- 
zation, merger, or consolidation, nor shall any agreement 
or arrangement be made by the holder whereby the 
maintenance, management, or operation of the service, 
route, line, vessel, or vessels is to be performed by any 
other person without the written consent of the Commis- 
sion. If it consents to such agreement or arrangement, 
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the agreement or arrangement shall make provision 
whereby the person undertaking such maintenance man- 
agement, or operation agrees to be bound by all of the 
provisions of the contract and of this Act applicable 
thereto, and the rules and regulations prescribed pursu- 
ant to this Act. If the holder of any such contract shall 
voluntarily sell such contract or any interest therein, or 
make such assignment, transfer, agreement, or arrange- 
ment whereby the maintenance, management, or opera- 
tion of the service, route, line, vessel, or vessels is to be 
performed by any other person, without the consent of 
the Commission, or if the operation of the service, route, 
line, or vessel, shall pass out of the direct control of the 
holder of such contract by reason of any voluntary or in- 
voluntary receivership or bankruptcy proceedings, the 
Commission shall have the right to modify or rescind such 
contract, without further liability thereon by the United 
States, and is hereby vested with exclusive jurisdiction to 
determine the purposes for which any payments made by 
it under such contract shall be expended. 
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Sec. 609. The Commission shall withhold the pay- #3 


ment of operating-differential subsidy while any con- 
tractor therefor is in default in any payments due on 
account of construction-loan, ship-sales mortgage notes, 
or any other obligation due the United States, and shall 
apply the amount so withheld to the satisfaction of such 
debt. 

Sec. 610. An operating-differential subsidy shall not 
be paid under authority of this title on account of the 
operation of any vessel which does not meet the following 
requirements: (1) The vessel shall be of steel or other 
ee metal, shall be a by steam or motor, 
shall be as nearly fireproof as practicable, shall be built 
in a domestic yard or shall have been documented under 
the laws of the United States not later than February 1, 
1928, or actually ordered and under construction for the 
account of citizens of the United States prior to such 
date, and shall be documented under the laws of the 
United States, during the entire life of the subsidy con- 
tract; and (2) if the vessel shall be constructed after the 
passage of this Act it shall be either a vessel constructed 
according to plans and specifications approved by the 
Commission and the Secretary of the Navy, with partic- 
ular reference to economical conversion into an auxiliary 
naval vessel, or a vessel approved by the Commission 
and the Navy Department as otherwise useful to the 
United States in time of national emergency. 

Sec. 611. (a) The contractor, upon compliance with 
the provisions of this section, may transfer to forei 
mpeee the vessels covered by any operating-differential 
subsidy contract held by him, in the event that the 
United States defaults upon such contract or cancels it 
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without just cause. Any contractor desiring to transfer 
any such vessel to foreign registry upon such default or 
cancelation shall file an application in writing with the 
Commission setting forth its contentions with respect to 
the lack of just cause or lawful grounds for such default 
or cancelation. The Commission shall afford the con- 
tractor an opportunity for a hearing within twenty days 
after such contractor files written application therefor, 
and after the testimony, if any, in such hearing has been 
reduced to writing and filed with the Commission, it 
shall, within a reasonable time, grant or deny the appli- 
cation by order. 

(b) If any such application is denied, the contractor 
may obtain a review of the order of denial in the United 
States Court of Appeals for the District of Columbia, by 
filing in such court, within twenty days after the entry 
of such order, a written petition praying that the order 
of the Commission be set aside. A copy of such petition 
shall be forthwith served upon any member of the Com- 
mission, or upon any officer thereof designated by the 
Commission for that purpose, and thereupon the Com- 
mission shall certify and file in the court a transcript of 
the record upon which the order complained of was en- 
tered. Upon the filing of such transcript such court 
shall have exclusive jurisdiction to determine whether 
such cancellation or default was without just cause, and 
to affirm or set aside such order. The judgment and 
decree of the court aflirming or setting aside any such 
order of the Commission shall be final. 

(c) No transfer of vessels to foreign registry under 
this section shall become effective until any indebted- 
ness to the Government or to any citizen of the United 
States, secured by such vessels, has been paid or dis- 
charged, and until after the expiration of ninety days 
from the date of final determination of the application 
or the appeal, if any. Within such ninety-day period 
the Commission may (1) with the consent of the con- 
tractor purchase the vessels at cost to the contractor 
plus cost of capital improvements thereon, less 5 per 
centum annual depreciation wpon such vessel, and the 
actual depreciated costs of capital improvements there- 
on, or (2) reinstate the contract and adjust or settle 
the default found by the Commission or the court to exist. 

Sec. 612. The Commission is authorized to subordi- 
nate its interest as mortgagee in any vessel subsidized 
under the provisions of this title in favor of any loan 
for working capital made by the Reconstruction Finance 
Corporation under the Reconstruction Finance Corpora- 
tion Act, as amended, if the Commission finds that the 
making of such loan by the Reconstruction Finance 
Corporation would be in furtherance of the policies of 
this Act or would, in its opinion, preserve or protect its 
mortgage interest in said subsidized vessel: Provided, 
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That the obligations evidencing such loans by the Recon- 
struction Finance Corporation shall not be transferred, 


except to some other governmental agency. 


Titte VII “—Private CHArrer OPERATION 


Src. 701. Whenever the Commission shall find and 
determine, and such finding and determination shall be 
approved by the President of the United States, that 
the national policy declared in section 101 of this Act, 
and the objectives set forth in section 210 of this Act, 
cannot be fully realized within a reasonable time, in 
whole or in part, under the provisions of titles V and 
VI, the Commission is hereby authorized and directed 
to complete its long-range program previously adopted 
as hereinafter provided in this title. 

Sec. 702. The Commission is authorized to have con- 
structed in domestic yards, on the Atlantic and Gulf 
and Pacific coasts, such new vessels as it shall determine 
may be required to carry out the objects of this Act, and 
to have old vessels reconditioned or remodeled in such 
yards: Provided, That if satisfactory contracts for such 
new construction or reconstruction, in accordance with 
the provisions of this Act, cannot be obtained from pri- 
vate shipbuilders, the Commission is authorized to have 
such vessels constructed, reconditioned, or remodeled in 
United States navy yards. 

Sec. 703. (a) No contract for the building of a new 
vessel, or for the reconditioning or reconstruction,of any 
other vessel, shall be made by the Commission with any 
private shipbuilder, except after due advertisement and 
upon sealed competitive bids. 

(b) All contracts for the construction, reconditioning, 
or reconstruction of a vessel or vessels by a private ship- 
builder under authority of this title shall be subject. to 
all the provisions and requirements prescribed in title 
V of this Act with respect to contracts with a private 
shipbuilder for the construction of vessels under author- 
ity of that title. 

(c) All bids required by the Commission for the con- 
struction, reconstruction, or reconditioning of vessels, 
and for the chartering of the Commission’s vessels here- 
inafter provided for, shall be opened at the time, hour, 
and place stated in the advertisement for bids, and all 
interested persons, including representatives of the press, 
shall be permitted to attend, and the results of such bid- 
ding shall be publicly announced. 


13 See, as to the charter of war-built vessels, the Act of June 30, 1950 
(Public Law 591. 81st Cong.: 64 Stat. 308), and subsections (e) and (f) 
of section 5 of the Merchant Ship Sales Act of 1946, as amended, pages 
99 and 100, infra. 

See also Public Law 757, 83d Cong. (68 Stat. 1050), Publie Law 121, 
aatt Cong. (69 Stat. 2381), and Public Law 604, 84th Cong. (70 Stat. 
317). 
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Sec. 704. All vessels transferred to or otherwise ac- 
quired by the Commission in any manner may be chart- 
ered or sold by the Commission pursuant to the further 

rovisions of this Act. All vessels transferred to the 

ommission by this Act and now being operated by pri- 
vate operators on lines in foreign commerce of the United 
States shall be temporarily operated by the Commission 
for its account by private operators until such time and 
upon such operating agreements as the Commission may 
deem advantageous, but the Commission shall arrange as 
soon as practicable to offer all such lines of vessels for 
charter as hereinafter provided, preference to be given 
to present operators, and all operation of the Commis- 
sion’s vessels by private operators under such operating 
agreements shall be discontinued within one year after 
the passage of this Act: Provided, That nothing herein 
contained shall prevent private operators, under such op- 
erating agreements, commencing voyages prior to said 
expiration date and completing them thereafter: Pro- 
vided further, That nothing contained herein shall be 
construed as limiting or affecting the power of sale under 
provisions of section 705 of this Act. 

Sec. 705. As soon as practicable after the passage of 
this Act, and continuing thereafter, the Commission shall 
arrange for the employment of its vessels in steamship 
lines on such trade routes, exclusively serving the foreign 
trade of the United States, as the Commission shall de- 
termine are necessary and essential for the development 
and maintenance of the commerce of the United States 
and the national defense: Provided, That such needs are 
not being adequately served by existing steamship lines 

rivately owned and fee by citizens of the United 
States and documented under the laws of the United 
States. It shall be the policy of the Commission to en- 
courage private operation of each essential steamship line 
now owned by the United States by selling such lines to 
citizens of the United States in the manner provided in 
section 7 of the Merchant Marine Act, 1920, and in strict 
accordance with the provisions of section 5 of said Act, 
or by demising its vessels on bare-boat charter to citizens 
of the United States who shall a to maintain such line 
or lines in the manner hereinafter provided. No vessel 
constructed under the provisions of this Act, as amended, 
shall be sold by the Commission for operation in the for- 
eign trade for a sum less than the estimated foreign con- 
struction cost exclusive of national defense features (de- 
termined as of the date the construction contract therefor 
is executed) less depreciation based on a twenty-year 
life, nor shall any such vessel be sold by the Commission 
for operation in the domestic trade for a sum less than 
the cost of construction in the United States exclusive of 
national defense features less depreciation based on a 
twenty-year life. 
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Sec. 706. (a) The Commission shall not charter its 


vessels to private operators except upon competitive 49 
sealed bids submitted in strict compliance with all the Chart 
terms and conditions of a public advertisement solicit- bé¢ 


ing such bids. Each and every advertisement for bids 
to charter the Commission’s vessels shal] state the num- 
ber, type, and tonnage of the vessels the Commission is 
offering for bare-boat charter for operation as a steam- 
ship line on a designated trade route, the minimum 
number of sailings that will be required, the length of 
time for which the charter will be given, and all other 
information the Commission shall deem necessary for 
the information of prospective bidders. 

(b) The Commission shall have authority to, and 
shall announce in its advertisements for bids that the 
Commission reserves the right to, reject any and all bids 
submitted. The Commission shall reject any bid for 
the charter (under sections 701 to 713, both inclusive, of 
this title, as amended) of any vessel constructed under 
the provisions of this Act, as amended, if the charter hire 
offered by the bidder is lower than the minimum charter 
hire for such vessel would be if chartered under the pro- 
visions of section 714, as amended, of this title. 

Sec. 707 (a) The Commission shall award the charter 
to the bidder proposing to pay the highest monthly 
charter hire unless the Commission shall reject such bid 
for the reasons set forth in subsection (b) of this section. 

(b) The Commission may reject the highest or most 


advantageous or any other bid, if, in the Commission’s » 


discretion, the charter hire offered is deemed too low, or 
the Commission determines that the bidder lacks suffi- 
cient capital, credit, or experience to operate successfully 
the line; but the reason or reasons for rejection of an 
bid, upon request of the bidder, shall be stated to sack 
bidder in writing. 

(c) Ifthe highest bid is rejected, the Commission may 
award the charter to the next highest bidder, or may 
reject all bids and readvertise the line: Provided, how- 
ever, That the Commission may operate the line until 
conditions appear to be more favorable for a reoffering 
of the line for private charter. 

Sec. 708. The Commission may, if in its discretion 
financial aid is deemed necessary, enter into a contract 
with any charterer of its vessels for payment to such 
charterer of an operating-differential subsidy upon the 
same terms and conditions and subject to the same limi- 
tations and restrictions, where applicable, as are else- 
where provided in this Act with respect to payments of 
such subsidies to operators of privately owned vessels. 

Sec. 709. (a) Every charter made by the Commission 
pursuant to the provisions of this title shall provide that 
whenever, at the end of any calendar year subsequent to 
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the execution of such charter, the cumulative net voyage 
profits (after payment of the charter hire reserved in the 
charter and payment of the charterer’s fair and reason- 
able overhead expenses applicable to operation of the 
chartered vessels) shall exceed 10 per centum per annum 
on the charterer’s capital necessarily employed in the 
business of such chartered vessels, the charterer shall pay 
over to the Commission, as additional charter hire, one- 
half of such cumulative net voyage profit in excess of 10 
per centum per annum: Provided, That the cumulative 
net profit so accounted for shall not be included in any 
calculation of cumulative net profit in subsequent years. 

(b) Every charter shall contain a definition of the 
terms “net voyage profit” and “fair and reasonable over- 
head expenses”, and “capital necessarily employed”, as 
said terms are used in subsection (a) of this section, 
setting forth the formula for determining such profit 
and overhead expense and capital necessarily employed, 
which definitions shall have been previously approved by 
the Commission and published in the advertisement for 
bids for such charter. 

Sec. 710. Every charterer of the Commission’s vessels 
shall be required to deposit with the Commission an un- 
dertaking with approved sureties as security for the 
faithful performance of all of the conditions of the char- 
ter including indemnity against liens on the chartered 
vessels, in such amount as the Commission shall require. 

Sec. 711. The charters to be made by the Commission 
pursuant to the provisions of this title shall demise the 
vessels to the charterer subject to all usual conditions 
contained in bare-boat charters, and until January 1, 
1940, shall be for terms of three years or less as the 
Commission may decide: Provided, That after January 
1, 1940, charters may be executed by the Commission for 
such terms as the experience gained by the Commission 
shall indicate are to be the best interests of the United 
States and the merchant marine. 

Sec. 712. Every charter shall provide— 

(a) That the charterer shall carry on the chartered 
vessels, at his own expense, policies of insurance cover- 
ing all marine and port risks, protection and indemnity 
risks, and all other hazards and liabilities, in such 
amounts, in such form, and in such insurance companies 
as the Commission shall require and approve, adequate 
to cover all damages claimed against and losses sus- 
tained by the chartered vessels arising during the life of 
the charter: Provided, That in seamaminian with existing 
law, some or all of such insurance risks may be under- 
written by the Commission itself as in its discretion it 
may determine. 

(b) That the charterer shall at its own expense keep 
the chartered vessel in good state of repair and in efli- 
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cient operating condition and shall at its own expense 
make any and all repairs as may be required by the 
Commission. f 

(c) That the Commission shall have the right to in- 
spect the vessel at any and all times to ascertain its 
condition. 

(d) That whenever the President shall proclaim that 
the security of the national defense makes it advisable, 
or during any national emergency declared by proclama- 
tion of the President, the Commission may terminate the 
charter without cost to the United States, upon such 
notice to the charterers as the President shall determine. 

Sec. 713. In the awarding of charters, the Commis- 
sion shall taken in consideration the charterer’s financial 
resources and credit standing, practical experience in 
the operation of vessels, and any other factors that would 
be considered by a prudent businessman in entering into 
a transaction involving a large investment of his capital ; 
and the Commission is directed to refrain from charter- 
ing its vessels to any person appearing to lack sufficient 
capital, credit, and experience to operate successfully the 
vessel over the period covered by the charter. 

Src. 714. If the Commission shall find that any trade 
route (determined by the Commission to be an essential 
trade route as provided in section 211 of this Act) can- 
not be successfully developed and maintained and the 
Commission’s replacement program cannot be achieved 
under private operation of such trade route by a citizen 
of the United States with vessels registered under the 
laws thereof, without further Government aid in addi- 
tion to the financial aids authorized under titles V and 
VI of this Act, the Commission is authorized to have 
constructed, in private shipyards or in navy yards, the 
vessel or vessels of the types deemed necessary for such 
trade route, and to demise such new vessel or vessels on 
bare-boat charter to the American-flag operator estab- 
lished on such trade route, without advertisement or 
competition, upon an annual charter hire of not less than 
5 per centum of the price (herein referred to as the “for- 
eign cost”) at which such vessel or vessels would be sold 
if constructed under title V plus 314 per centum of the 
depreciated foreign cost computed annually upon the 
basis of a twenty-year life of the vessel. Such charter 
may contain an option to the charterer to purchase such 
vessel or vessels from the Commission within five years 
after delivery thereof under the charter, upon the same 
terms and conditions as are provided in title V for the 
purchase of new vessels from the Commission, except 
that (a) the purchase price shall be the foreign cost less 
depreciation to the date of purchase based upon a twenty- 
year life; (b) the required cash payment payable at the 
time of such purchase shall be 25 per centum of the pur- 
chase price as so determined; (c) the charter may pro- 
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vide that all or any part of the charter hire paid in ex- 
cess of the minimum charter hire provided for in this 
section may be credited against the cash payment paya- 
ble at the time of such purchase; (d) the balance of the 
purchase price shall be paid within the years remain- 
ing of the twenty years after the date of delivery of the 
vessel under the charter and in approximately equal an- 
nual installments, except that the first of said install- 
ments, which shall be payable upon the next ensuing an- 
niversary date of such delivery under the charter, shall 
be a proportionate part of the annual installment, inter- 
est to be payable upon the unpaid balances of 314 per 
centum per annum from the date of purchase. 

Such charter shall provide for operation of the vessel 
exclusively in foreign trade, or on a round-the-world 
voyage, or on a round voyage from the west coast of the 
United States toa European port or ports which includes 
intercoastal ports of the United States, or a round voyage 
from the Atlantic coast of the United States to the Orient 
which includes intercoastal ports of the United States, or 
on a voyage in foreign trade on which the vessel may sto 
at an island possession or island Territory of the Unite 
States, and if the vessel is operated in the domestic trade 
on any of the above-enumerated services the charterer 
will pay annually to the Commission that proportion of 
one-twentieth of the difference between the domestic and 
foreign cost of such vessel as the gross revenue derived 
from the domestic trade bears to the gross revenue de- 
rived from the entire voyages completed during the pre- 
ceding year. 

Src. 715. The Secretary of Commerce, for the purpose 
of practical development, trial, and testing, is authorized 
without regard to other provisions of this title or other 
laws relating to chartering and general agency opera- 
tions, to operate, under general agency agreements or 
bareboat charter, vessels owned by the United States 
(including any national defense reserve vessel) which 
have been constructed, reconditioned, or remodeled for 
experimental or testing purposes, in the foreign or do- 
mestic trade of the United States or for use for the ac- 
count of any agency or department of the United States, 
under such reasonable terms or conditions as the Secre- 
tary of Commerce determines to be necessary to carry 
out the objects of this Act: Provided, however, That not 
in excess of ten such vessels shall be operated and tested 
under the authority of this section in any one year. Bare- 
boat charters entered into under this section shall be 
made at reasonable rates of charter and shall include 
such restrictions and conditions as the Secretary of Com- 
merce determipes to be necessary or appropriate to pro- 
teet the public interest, including provisions for recap- 
ture of profits as provided for in section 709 of this Act, 
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as amended. Charters and general agency agreements 
entered into under this section shall be reviewed an- 
nually for the purpose of determining whether condi- 
tions exist which would justify continuance of the char- 
ter or agreement. Those provisions of law prescribed 
or incorporated under the heading “vEssEL OPERATIONS 
REVOLVING FUND” in chapter VIII of the Third Supple- 
mental Appropriation Act, 1951 (Public Law 45, Eighty- 
second Congress; 65 Stat. 52, 59), which relate to vessel 
operating activities of the Secretary of Commerce and 
to employment of seamen through general agents, shall 
be applicable in connection with charters and agreements 
entered into under this section. 

Sec. 716. There is hereby authorized to be appro- 
priated to the Department of Commerce, Maritime Ad- 
ministration, and the Atomic Energy Commission, such 
sums as may be necessary, to remain available until ex- 
pended, for the construction, outfitting, and preparation 
for operation, including training of qualified personnel, 
of a nuclear-powered merchant ship capable of provid- 
ing shipping services on routes essential for maintaining 
the flow of the foreign commerce of the United States. 
The Maritime Administration, and the Atomic Energy 
Commission, in carrying on activities and functions un- 
der this paragraph, may collaborate with and employ 

ersons, firms, and corporations on a contract or fee basis 
‘or the performance of special services deemed necessary 
by such agencies in carrying on such activities and func- 
tions. The Administration may, for the same purposes, 
with the approval of the Secretary of Commerce and 
where appropriate the Atomic Energy Commission, avail 
itself of the use of licenses, information, services, facili- 
ties, offices, and employees of any executive department, 
independent establishment, or other agency of the Gov- 
ernment, including any field service thereof. 


Tirte VIII—Conrract Provisions 


Sec. 801. Every contract executed by the Commission 
under the provision of titles VI or VII of this Act shall 
contain provisions requiring (1) that the contractor 
and every affiliate, domestic agent, subsidiary, or hold- 


ing company connected with, or directly or indirectly toc 


controlling or controlled by, the contractor, to keep its 
books, records, and accounts, relating to the mainte- 
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routes, and lines covered by the contract, in such form 
and under such regulations as may be prescribed by the 
Commission : Provided, 'That the provisions of this para- 
graph shall not require the duplication of books, records, 
and accounts required to be kept in some other form by 
the Interstate Commerce Commission; (2) that the con- 
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tractor and every afliliate, domestic agent, subsidiary, or 
holding company connected with, or directly or indirectly 
controlling or controlled by the contractor, to file, upon 
notice from the Commission, balance sheets, profit and 
loss statements, and such other statements of financial 
operations, special report, memoranda of any facts and 
transactions, which in the opinion of the Commission 
affect the financial results in, the performance of, or trans- 
actions or operations under, such contract; (3) that the 
Commission shall be authorized to examine and audit the 
books, records, and accounts of all persons referred to in 
this section whenever it may deem it necessary or desir- 
able; and (4) that upon the willful failure or refusal of 
any person described in this section to comply with the 
contract provisions required by this section, the Commis- 
sion shall have the right to rescind the contract, and 
upon such rescission the United States shall be relieved 
of all further liability on such contract. 

Sec. 802, Every contract executed by the Commission 
under authority of title V of this Act shall provide that— 

In the event the United States shall, through pur- 
chase or requisition, acquire ownership of the vessel or 
vessels on which a construction-differential subsidy was 
paid, the owner shall be paid therefor the value thereof, 
but in no event shall such payment exceed the actual de- 
preciated construction cost thereof (together with the 
actual depreciated cost of capital improvements thereon, 
but excluding the cost of national-defense features) less 
the depreciated amount of construction-differential sub- 
sidy theretofore paid incident to the construction or re- 
conditioning of such vessel or vessels, or the fair and 
reasonable scrap value of such vessel as determined by the 
Commission, siichama is the greater. Such determina- 
tion shall be final. In computing the depreciated value 
of such vessel, depreciation shall be computed on each 
vessel on the eaten adopted by the Bureau of Internal 
Revenue for income-tax purposes. 

The foregoing provision respecting the requisition or 
the acquisition of ownership by the United States shall 
run with the title to such vessel or vessels and be binding 
on all owners thereof. 

Sec. 803. It shall be unlawful for any contractor re- 
ceiving an operating-differential subsidy under title VI 
or for any charterer under title VII of this Act to employ 
any person or concern performing or supplying stevedor- 
ing, ship-repair, ship-chandler, towboat, or kindred 
services to supply such services to the operator’s subsi- 
dized or chartered vessels if such contractor, or any sub- 
sidiary company, holding company, affiliate company, or 
associate company of such contractor, or any officer, di- 
rector, or employee of such contractor, or any member of 
the immediate family of any such contractor, officer, di- 
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rector, or employee, or any member of the immediate 
family of any officer, director, or employee, of such sub- 
sidiary company, holding company, affiliate company, or 
associate company of suc ch contractor, owns any pecuni- 
ary interest directly or indirectly in the person or con- 
cern supplying such services to the contractor’s subsidized 
or chartered vessels or receives any payment or other 
thing of value directly or indirectly as a result of such 
employment or services, except that the Commission, by 
a vote of four members (except as provided in section 
901 (a)) may grant an exemption in writing from the 
provisions of this section, upon such terms and | conditions 
and for such specific period of time as the Commission 
deems necessary or appropriate to carry out the policy 
of this Act, in any case where— 

(a) The Commission finds that the enforcement of 
such provisions is not necessary to safeguard the eco- 
nomical and fair application of subsidies paid the con- 
tractor under this Act, and that such exemption will pro- 
mote economy or efficiency of service by the merchant 
marine; and 

(b) The person performing the services or supplying 
the facilities agree to account for and pay over to the con- 
tractor any and all profits resulting from performing 
such services or supplying such facilities. 

Sec. 804. It shall be unlawful for any contractor re- 
ceiving an operating-differential subsidy under title VI 
or for any charterer of vessels under title VII of this 
Act, or any holding company, subsidiary, affiliate, or asso- 
ciate of such contrac tor or such charterer, or any officer, 
director, agent, or executive thereof, directly or indirect- 
ly to own, charter, act as agent or broker for, or operate 
any foreign-flag vessel which competes with any Ameri- 
can-flag service determined by the Commission to be 
essential as provided in section 211 of this Act: Provided, 
however, That under special circumstances and for good 
cause shown the Commission may, in its discretion, waive 
the provisions of this section as to any contractor, for a 
specific period of time, by affirmative vote of four of its 
members, except as otherwise provided in section 201 (a). 

Src. 805. (a) It shall be unlawful to award or pay 
any subsidy to any contractor under authority of title 
VI of this Act, or to charter any vessel to any person 
under title VII of this Act, if said contractor or char- 
terer, or any holding company, subsidiary, affiliate, or 
associate of such contractor or charterer, or any officer, 
director, agent, or executive thereof, directly or mdirect- 
ly, shall own, operate, or charter any vessel or vessels 
engaged in the domestic intercoastal or coastwise serv- 
ice, or own any pecuniary interest, directly or indirectly, 
in any person or concern that owns, charters, or operates 
any vessel or vessels in the domestic intercoastal or coast- 


67 


Exception— 
conditions 
upon which 
contractor may 
employ affiliate 
to service 
vessels. 


49 ‘Stat. 2012. 
52 Stat. 963. 


Unlawful for 
contractor or 
charterer, or 
subsidiaries, to 
own, charter, 
etc., competing 
foreign- 
vessels. 


Waiver—vote 
of four mem- 
bers. 


46 U.S.C. 
1223. 

49 Stat. 
52 Stat. 


2012. 
963. 


No subsidy 
under title VI 
or VII to per- 
sons in domes- 
tic coastwise 
trade unless 
Commission 
permits such 
trade. 











68 


Application, 
intervention, 
hearing—no 
application 
ranted if un- 
air competi- 
tion results. 


Bona-fide, 
continuous 
operation in 
coastwise trade 
in 1935 entitles 
applicant to 
permission. 


Diversion of 
moneys used 


trade opera- 
tions into 
coastwise 
operations 
unlawful. 


Commission 
may supervise 
number and 
compensation 
of officers and 
employees of 
contractor or 
charterer in 
default. 


Limitation on 
wages. 

46 U.S.C. 
1123. 

49 Stat. 2001, 
2008. 

46 U. 8. C. 
1171-1204. 

P. L. 586, 82d 


Cong., p. 162, 
infra. 66 Stat. 
765, 





MERCHANT MARINE ACTS 


wise service, without the written permission of the Com- 
mission. Every person, firm, or corporation having any 
interest in such application shall be permitted to inter- 
vene and the Commission shall give a hearing to the 
applicant and, the intervenors. The Commission shall 
not grant any such application if the Commission finds 
it will result in unfair competition to any person, firm, 
or corporation operating exclusively in the coastwise or 
intercoastal service or that it would be prejudicial to the 
objects and policy of this Act: Provided, That if such 
contractor or other person above-described or a prede- 
cessor in interest was in bona-fide operation as a common 
carrier by water in the domestic, intercoastal, or coast- 
wise trade in 1935 over the route or routes or in the trade 
or trades for which application is made and has so op- 
erated since that time or if engaged in furnishing sea- 
sonal service only, was in bona-fide operation in 1935 
during the season ordinarily covered by its operation, 
except in either event, as to interruptions of service over 
which the applicant or its predecessor in interest had 
no control, the Commission shall grant such permission 
without requiring further proof that public interest and 
convenience will be served by such operation, and with- 
out further proceedings as to the competition in such 
route or trade. 

If such application be allowed, it shall be unlawful for 
any of the persons mentioned in this section to divert, 
directly or indirectly, any moneys, property, or other 
thing of value, used in Gimtiatn trate operations, for 
which a subsidy is paid by the United States, into any 
such coastwise or intercoastal operations; and whosoever 
shall violate this provision shall be guilty of a misde- 
meanor. 

(b) Whenever any contractor under title VI or title 
VII receiving an operating-differential subsidy is in de- 
fault with respect to any mortgage, note, purchase con- 
tract, or other obligation to the Commission, or has not 
maintained, in a manner satisfactory to the Commission, 
all of the reserves provided for in this Act, the Commis- 
sion shall have the right to supervise the number and 
compensation of all officers and employees of the 
contractor. 

(c) In determining the rights and obligations of any 
contractor under a contract authorized by title VI or title 
VII of this Act, no salary for personal services in excess 
of $25,000 per annum paid to a director, officer, or em- 
ployee by said contractor, its affiliates, subsidiary, or as- 
sociates, shall be taken into account. The terms “di- 
rector,” “officer,” or “employee” shall be construed in the 
broadest sense. The term “salary” shall include wages 
and allowances of compensation in any form for personal 
services which will result in a director, officer, or em- 
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loyee receiving total compensation for his personal serv- 
ices from such sources exceeding in amount or value 
$25,000 per annum. 

(d) It shall be unlawful, without express written con- 
sent of the Commission, for any contractor holding a 
contract authorized under title VI or VII of this Act to 
employ any other person or concern as the managing or 
operating agent of such operator, or to charter any vessel, 
on which an operating-differential subsidy is to be paid, 
for operation by snidther person or concern, and if such 
charter is made, the person or concern operating the 
chartered vessel or vessels shall be subject to all the terms 
and provisions of this Act, including limitations of 
profits and salaries. No contractor shall receive an oper- 
ating-differential subsidy for the operation of any char- 
tered vessel save and except during a period of actual 
emergency determined by the Commission, or except as 
provided in section 708. 

(e) It shall be unlawful for any contractor or charterer 
who holds any contract made under authority of any 
provisions of this Act to employ any Member of Con- 
gress, either with or without compensation, as an attorney 
agent, officer, or director of such person. 

(f) Any willful violation of any provision of this sec- 
tion shall constitute a breach of the contract or charter in 
force under this Act, and upon determining that such a 
violation has occurred the Commission may forthwith 
declare such contract or charter rescinded and any person 
willfully violating the provisions of this section shall be 
guilty of a misdemeanor. 

Sec. 806. (a) Whoever shall consult with, or enter 
into an agreement with, or inform any other bidder, or 
officer, director, executive, agent, or employee of any 
such other bidder, as to the amount, the terms, or the 
conditions of any bid submitted to the Commission prior 
to the public opening of such bids, or enter into any 
combination, understanding, agreement, or arrangement 
whatsoever, to prevent the making of any bona-fide bid 
for any contract or charter under this Act, to induce any 
other person not to bid for any such contract or charter, 
or to deprive the United States in any way of the benefit 
of full, free, and secret competition in the awarding of 
any such contract or charter shall be guilty of a misde- 
meanor : Provided, That this section shall also apply to 
bidding for contracts under the provisions of section 504 
of this Act. 

(b) Whenever any natural person is found guilty in 
any district court of the United States of any act or 
acts declared in this Act to constitute a misdemeanor, 
he shall be punished by a fine of not more than $10,000, 
or by imprisonment for not less than one year or more 
than five years, or by both fine and imprisonment. When- 
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ever any corporation is found guilty of any act or acts 
declared in this Act to be unlawful, such corporation 
shall be punished by a fine of not more than $25,000. 

(c) In addition to the punishment prescribed in sub- 
section (a) of this section, any person or corporation 
convicted of a misdemeanor under the provisions of this 
Act shall be ineligible, at the discretion of the Commis- 
sion, to receive any benefits under titles V and VI of this 
Act, or to receive a charter under title VII of this Act, 
for a period of five years after conviction. 

(d) Whoever knowingly and willfully violates any 
order, rule, or regulation of the United States Maritime 
Commission made or issued in the exercise of the powers, 
duties, or functions transferred to it or vested in it by 
this Act, as amended, for which no penalty is otherwise 
expressly provided, shall upon conviction thereof be sub- 
ject to a fine of not more than $500. If such violation is 
a continuing one, each day of such violation shall con- 
stitute a separate offense. 

Sec. 807. It shall be unlawful for any person em- 
»yloyed or retained by any shipbuilder or ship operator 
folding or applying for a contract under the provisions 
of this Act, or employed or retained by any subsidiary, 
affiliate, associate, or holding company of such ship- 
builder or ship operator, to present, advocate, or oppose 
any matter within the scope of the Shipping Act, 1916, 
as amended, the Merchant Marine Act, 1920, as amended, 
the Merchant Marine Act, 1928, as amended, the Inter- 
coastal Shipping Act, 1933, or this Act, before the Con- 
gress or any committee thereof, or before the Commis- 
sion, unless such shipbuilder or ship operator shall have 
previously filed with the Commission in such form and 
detail as the Commission shall by rules and regulations 
or order prescribe as necessary or appropriate in the 
public interest, a statement of the subject matter in re- 
spect of which such person is retained or employed, the 
nature and character of such retainer or employment, and 
the amount of compensation received or to be received 
by such person, directly or indirectly, in connection 
therewith. It shall be the duty of every such person so 
employed or retained to file with the Commission within 
thirty days after the close of each calendar month dur- 
ing such retainer or employment, in such form and de- 
tail as the Commission a | by rules and regulations or 
order prescribe as necessary or appropriate in the public 
interest, a statement of the expenses incurred and the 
compensation received by such person during such month 
in connection with such retainer or employment. Who- 
soever shall violate this provision shall be guilty of a 
misdemeanor. 

Seo. 808. It shall be unlawful for any contractor re- 
ceiving an operating-differential subsidy under title VI 
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or for any charterer under title VII of this Act unjustly 
to discriminate in any manner so as to give preference 
directly or indirectly in respect to cargo in which such 
contractor or charterer has a direct or indirect owner- 
ship, or purchase or vending interest; and whosoever 
shall violate this provision shall be guilty of a misde- 
meanor. 

Sec. 809. Contracts under this Act shall be entered 
into so as to equitably serve, insofar as possible, the for- 
eign-trade requirements of the Atlantic, Gulf, and Pa- 
cific ports of the United States. In awarding contracts 
under this Act, preference shall be given to persons who 
are citizens of the United States and who have the sup- 
port, financial and otherwise, of the domestic communi- 
ties primarily interested. 

Sec. 810. It shall be unlawful for any contractor re- 
ceiving an operating-differential subsidy under title VI 
or for any charterer of vessels under title VII of this Act, 
to continue as a party to or to conform to any agreement 
with another carrier or carriers by water, or to engage in 
any practice in concert with another carrier or carriers 
by water, which is unjustly discriminatory or unfair to 
any other citizen of the United States who operates a 
common carrier by water exclusively employing vessels 
registered under the laws of the United States on any 
established trade route from and to a United States port 
or ports. 

No payment or subsidy of any kind shall be paid di- 
rectly or indirectly out of funds of the United States or 
any agency of the United States to any contractor or 
charterer who shall violate this section. Any person who 
shall be injured in his business or property by reason of 
anything forbidden by this section may sue therefor in 
any district court of the United States in which the de- 
fendant resides or is found or has an agent, without re- 
spect to the amount in controversy, and shall recover 
threefold the damages by him sustained, and the cost of 
suit, including a reasonable attorney’s fee. 


Trrte TX—Miscetianrous Provisrons 


Seo. 901.4 (a) Any officer or employee of the United 
States traveling on official business overseas or to or from 
any of the possessions of the United States shall travel 
and transport his personal effects on ships registered un- 
der the laws of the United States where such ships are 
available unless the necessity of his mission requires the 


™ See suspensions in annual appropriation Acts for the Commission 
during World War II and post-war, and also exemptions in other appro- 
priation Acts, such as the Department of State Appropriation Act, 1950 
(Public Law 179, 81st Cong., title I, sec. 103; 63 Stat. 456) and the De- 
partment of State Appropriation Act, 1951 (Public Law 759, 8ist Cong., 
chap. III, title I, sec. 103; 64 Stat. 615). 
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use of a ship under a foreign flag: Provided, That the 
Comptroller General of the United States shall not credit 
any allowance for travel or shipping expenses incurred 
on a foreign ship in the absence of satisfactory proof of 
the necessity therefor. 

(b) Whenever the United States shall procure, contract 
for, or otherwise obtain for its own account, or shall fur- 
nish to or for the account of any foreign nation without 
provision for reimbursement, any equipment, materials, 
or commodities, within or without the United States, or 
shall advance funds or credits or guarantee the converti- 
bility of foreign currencies in connection with the fur- 
nishing of such equipment, materials, or commodities, the 
appropriate agency or agencies shall take such steps as 
may be necessary and practicable to assure that at least 
50 per centum of the gross tonnage of such equipment, 
materials or commodities (computed separately for dry 
bulk varriers, dry cargo liners, and tankers), which may 
be transported on ocean vessels shall be transported on 
privately owned United States-flag commercial vessels, 
to the extent such vessels are available at fair and reason- 
able rates for United States-flag commercial vessels, in 
such manner as will insure a fair and reasonable partici- 
pation of United States-flag commercial vessels in such 
cargoes by geographic areas: Provided, That the provi- 
sions of this subsection may be waived whenever the Con- 
gress by concurrent resolution or otherwise, or the Presi- 
dent of the United States or the Secretary of Defense de- 
clares that an emergency exists justifying a temporary 
waiver of the provisions of section 901 (b) and so notifies 
the appropriate agency or agencies: And provided fur- 
ther, hat the provisions of this subsection shall not ap- 
ply to cargoes carried in the vessels of the Panama Canal 
Company. Nothing herein shall repeal or otherwise 
modify the provisions of Public Resolution Numbered 17, 
Seventy-third Congress (48 Stat. 500), as amended.*® 

(c) That notwithstanding any other provision of law, 
privately owned American shipping services may be 
utilized for the transportation of motor vehicles owned 
by Government personnel whenever transportation of 
such vehicles at Government expense is otherwise au- 


thorized by law. 


% Section 3 of Public Law 962, 84th Cong. (amending the Agricultural 
Trade Development and Assistance Act of 1954, as amended (68 Stat. 
456)) reads as follows: 

“Sec. 3. Sales of fresh fruit and the products thereof under title I 
of the Act shall be exempt from the requirements of the cargo prefer- 
ence laws (Public Resolution 17, Seventy-third Congress (15 U. M4 


8. 
we 901 (b) of the Merchant Marine Act, 1936 (46 U. S. C. 
For transportation in United States vessels under the provisions of the 
Mutual Security Act of 1954, see section 509 thereof ‘e Stat. 853) and 
= toa to such section made by Public Law 138, 84th Cong, (60 
tat. i 
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Sec. 902.° (a) Whenever the President shall proclaim 
that the security of the national defense makes it advis- 
able or during any national emergency declared by proc- 
lamation of the President, it shall be lawful for the Com- 
mission to requisition or purchase any vessel or other 
watercraft owned by citizens of the United States, or 
under construction within the United States, or for any 
period during such emergency, to requisition or charter 
the use of any such property. The termination of any 
emergency so declared shall be announced by a further 
proclamation by the President. When any such property 
or the use thereof is so requisitioned, the owner thereof 
shall be paid just compensation for the property taken 
or for the use of such property, but in no case shall the 
value of the property taken or used be deemed enhanced 
by the causes necessitating the taking or use. If any 
property is taken and used under authority of this sec- 
tion, but the ownership thereof is not required by the 
United States, such property shall be restored to the 
owner in a condition at least as good as when taken, less 
ordinary wear and tear, or the owner shall be paid an 
amount for reconditioning sufficient to place the property 
in such condition. The owner shall not be paid for any 
consequential damages arising from a taking or use of 
prapeety under authority of this section. 

(b) When any vessel is taken or used under authority 
of this section, upon which vessel a construction-differ- 
ential subsidy has been allowed and paid, the value of 
the vessel at the time of its taking shall be determined as 
provided in section 802 of this Act, and in determining 
the value of any vessel taken or used, on which a con- 
struction-differential subsidy has not been paid, the value 


16 For the purposes of section 902 (a), World War II and the national 
emergencies of weer 8, 1939, and May 27, 1941 were terminated by 
the Act of July 25, 1947 (Public Law 239, 80th Cong.; 61 Stat. 449). 

The President, on December 16, 1950, issued a Proclamation of Na- 
tional Emergency (15 F. R. 9029). 

See under heading ‘‘Maritime Activities’, provisions creating a Ves- 
sels Operations Revolving Fund end prescribing limitations on computa- 
tion of payments for requisition, purchase, or loss of vessels in Public 
Law 45, 82d Cong. (65 Stat. 59). See also in this connection, Public 
Law 455, 82d Cong. (66 Stat. 413), Public Law 195, 83d Cong. (67 Stat. 
881), Public Law 471, 83d Cong. (68 Stat. 427), Public Law 121, 84th 
Cong. (69 Stat. 231), and Public Law 604, 84th Cong. (70 Stat. 319). 

See the provision of the Supplemental Independent Offices Appropria- 
tion Act, 1949, approved June 30, 1948 (Public Law 862, 80th Cong. ; 62 
Stat. 1196), which reads as follows: “Whenever, in connection with any 
transaction involving the sale, purchase, or requisition of any vessel, the 
United States shall be or become obligated to pay any sum to the other 
party to the transaction and said other party shall be or is indebted to the 
United States on account of any transaction involving the sale, purchase, 
or requisition of any vessel the amount so owing to the United States 
shall be deducted from the amount due the other party, and hereafter no 
officer or employee of the Government shall pay to such other party a 
sum greater than the net amount owing the other party.” See similar 
(temporary) provision in the Independent Offices Appropriation Act, 
ag oe July 30, 1947 (Public Law 269, 80th Cong.; 61 Stat. 

» a . 

For authority to arm American vessels in time of war or national 
emergency, see the Act of June 29, 1948 (Public Law 817, 80th Cong. ; 
62 Stat. 1095). 

For emergency authority to acquire foreign merchant vessels, see 
Poe lan 69, 83d Congress, approved August 9, 1954 (68 Stat. 675), 
Pp. 255, Intra. 


83894—57 6 
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of any national defense features previously paid for by 
the United States shall be excluded. 

(c) If any property is taken and used under authority 
of this section, but the ownership thereof is not required 
by the United States, the Commission, at the time of the 
taking or as soon thereafter as the exigencies of the situa- 
tion may permit, shall transmit to the person entitled to 
the possession of such property a charter setting forth the 
terms which, in the Commission’s judgment, should gov- 
ern the relationships between the United States and such 
person and a statement of the rate of hire which, in the 
Commission’s judgment, will be just compensation for the 
use of such property and for the services required under 
the terms of such charter. If such person does not 
execute and deliver such charter and accept such rate of 
hire, the Commission shall pay to such person as a tenta- 
tive advance only, on account of such just compensation a 
sum equal to 75 per centum of such rate of Hire as the 
same may from time to time be due under the terms of the 
charter so tendered, and such person shall be entitled to 
sue the United States in a court having jurisdiction of 
such claims to recover such amounts as would be equal 
te just compensation for the use of the property and for 
the services required in connection with such use: Pro- 
vided, however, That in the event of an election by such 
person to reject the rate of hire fixed by the Commission 
and to sue in the courts, the excess of any amounts ad- 
vanced on account of just compensation over the amount 
of the court judgment will be required to be refunded. 
In the event of loss or damage to such property, due to 
operation of a risk assumed by the United States under 
the terms of a charter prescribed in this subsection, but 
no valuation of such vessel or other property or mode of 
compensation has been agreed to, the United States shall 
pay just compensation for such loss or damage, to the 
extent the person entitled thereto is not reimbursed there- 
for through policies of insurance against such loss or 
damage. 

(d) In all cases, the just compensation authorized by 
this section shall be determined and paid by the Commis- 
sion as soon as practicable, but if the amount of just com- 
pensation determined by the Commission is unsatisfac- 
tory to the person entitled thereto, such person shall be 
paid, as a tentative advance only, 75 per centum of the 
amount so determined and shall be entitled to sue the 
United States to recover such amount as would equal just 
compensation therefor, in the manner provided for by 
section 24, paragraph 20, and section 145 of the Judicial 
Code (U. S. C., 1946 edition, title 28, secs. 41 (20) and 
250) : Provided, however, Th: at in the event of an election 
to reject the amount determined by the Commission and 
to sue in the courts, the excess of any amounts advanced 
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on account of just compensation over the amount of the 
court judgment will be required to be refunded. 

The existence of any valid claim by way of mortgage 
or maritime claim or attachment lien upon such vessel 
shall not prevent the taking thereof pursuant to this 
section: Provided, however, That in the event any such 
claim exists the United States Maritime Commission may 
in its discretion deposit such portion of the compensation 
hereunder, or advances on account thereof, as may equal 
but not exceed the amount of such claims in respect of the 
vessel, with the Treasurer of the United States, and the 
fund so deposited shall be available for the payment of 
such compensation, and shall be subject to be applied to 
the payment of the amount of any valid claim by way of 
mortgage or maritime lien or attachment lien upon such 
vessel, or of any stipulation therefor in a court of the 
United States, or of any State, subsisting at the time of 
such requisition or taking of title or possession; the 
holder of any such claim may commence prior to June 
30, 1943, or within six months after the first such deposit 
with the Treasurer and publication of notice thereof in 
the Federal Register, whichever date is later, and main- 
tain in the United States district court from whose cus- 
tody such vessel has been or may be taken or in whose 
territorial jurisdiction the vessel was lying at the time 
of requisitioning or taking of title or possession, a suit in 
admiralty according to the principles of libels in rem 
against the fund, which shall proceed and be heard and 
determined according to the principles of law and to the 
rules of practice obtaining in like cases between private 
parties, and any decree in said suit shall be paid out of 
the first and all subsequent deposits of compensation ; and 
such suit shall be commenced in the manner provided by 
section 2 of the Suits in Admiralty Act and service of 
process shall be made in the manner therein provided by 
service upon the United States attorney and by mailing 
by registered mail to the Attorney General and the 
United States Maritime Commission and due notice shall 
under order of the court be given to all interested persons, 
and any decree shall be subject to appeal and revision 
as now provided in other cases of admiralty and mari- 
time jurisdiction. 

(e) The Commission is authorized to repair, recon- 
dition, reconstruct, and operate, or charter for operation, 
any property acquired under authoity of this section. 
The Commission is further authorized to transfer the 
possession or control of any such property to any depart- 
ment or agency of the Government of the United States 
upon such terms and conditions as may be approved by 
the President. In case of any such transfer the depart- 
ment or agency to which the transfer is made shall 
promptly reimburse the Commission for its expenditures 
on account of just compensation, purchase price, repairs, 
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reconditioning, reconstruction, or charter hire for the 
property transfered. Such reimbursements shall be de- 
posited in the construction fund established by section 
206 of this Act. 

Sec. 903. The following Acts and parts of Acts shall 
stand repealed : 

(a) All of the provisions of sections 3 to 8, inclusive, 
section 10, section 11, section 35, and section 48 of the 
Shipping Act, 1916, as amended. 

(b) All of the provisions of subsection (b) (4) of sec- 
tion 2, section 3, section 11, section 14, and section 35 of 
the Merchant Marine Act, 1920, as amended. 

(c) All of the provisions of sections 201, 301, 302, 401 
to 413, inclusive, 601, and 702 of the Merchant Marine 


Act, 1928, as amended: Provided, That any contract 


lawfully entered into under authority of sections 401 to 
413, inclusive, of such Act shall remain in full force and 
effect as though these sections were not repealed, subject, 
however, to the further provisions of this Act. 

d) The last sentence in section 3 of the Intercoastal 
Shipping Act, 1933. 

Src. 904. Whenever the words “United States Ship- 
ping Board” or the words “the Board” are used in any 
prior Act, such Acts are hereby amended so that such 
words shall be applicable to the United States Maritime 
Commission. 

Sec. 905. When used in this Act— 

(a) The words “foreign commerce” or “foreign trade” 
mean commerce or trade between the United States, its 
Territories or possessions, or the District of Columbia, 
and a foreign country. 

(b) The term “person” includes corporations, partner- 
ships, and associations existing under or authorized by 
the laws of the United States, or any State, Territory, 
District, or possession thereof, or of any foreign country. 

(c) The words “citizen of the United States” include 
a corporation, partnership, or association only if it is 
a citizen of the United States within the meaning of 
section 2 of the Shipping Act, 1916, as amended (U.S. C., 
title 46, sec. 802), and, in the case of a corporation, part- 
nership, or association operating a vessel on the Great 
Lakes, or on bays, sounds, rivers, harbors, or inland 
lakes of the United States the amount of interest required 
to be owned by a citizen of the United States shall be not 
less than 75 per centum. 

(d) The word “construction” includes outfitting and 
equipping. 

(e) The terms “United States Maritime Commission” 


and “Commission” shall mean the Secretary of Com- 
merce, the Maritime Administrator, or the Federal Mari- 
time Board as the context may require to conform to 
Reorganization Plan Numbered 21 of 1950, effective May 
24, 1950. 
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Src. 906. If any provisions of this Act, or the yt 
cation thereof to any person or circumstances, is held 
invalid, the remainder of the Act, and the application 
of such provisions to other persons or circumstances, 
shall not be affected thereby. This Act may be cited as 
the Merchant Marine Act, 1936. 

Src. 907. Except as otherwise provided herein this 
Act shall take effect thirty days after a majority of the 
members of the Commission have taken the oath of 


office. 
(Time XJ“ 
Trrte XI—Frperat Sure MortGace INSURANCE 


Sec. 1101. As used in this title— 

(a) The term “mortgage” includes a preferred mort- 
gage as defined in the Ship Mortgage Act, 1920, as 
amended, and a mortgage which will become a preferred 
mortgage when sean and endorsed as required by the 
Ship Mortgage Act, 1920, as amended ; 


(b) The term “loan” includes any loan or advance of 
credit other than a mortgage loan; 

(c) The term “vessel” includes all types of passenger, 
cargo, and combination passenger-cargo carrying vessels, 
tankers, tugs, towboats, barges, and dredges documented 
under the laws of the United States, and fishing vessels 
owned by citizens of the United States; 

(d) The term “mortgagee” includes the original maker 
of a loan secured by a mortgage and his successors and 
assigns, except that in the case of a mortgage involving 
a trust indenture and an issue of bonds or notes there- 
under, it means the trustee designated in such trust in- 
denture and his successors and assigns as trustee, but does 
not include the holders of the bonds or notes issued 
under such trust indenture; and the term “lender” in- 
cludes the original maker of any loan or advance of credit 
other than a loan secured by a mortgage, and his succes- 
sors and assigns, except that in the case of a Joan or ad- 
vance of credit involving a trust indenture and an issue 
of bonds or notes thereunder, it means the trustee desig- 
nated in such trust indenture and his sucessors and as- 
signs as trustee, but does not include the holders of the 
bonds or notes issued under such trust indenture; 

(e) The term “mortgagor” includes the original bor- 
rower under a mortgage and his successors and assigns 
approved by the Commission; and 

(f ) The term “actual cost” of a vessel as of any speci- 
fied date means the aggregate as determined by the Sec- 
retary of Commerce of (i) all amounts paid by or for the 


7 Title X was added by the Act of June 23, 1938 (52 Stat. 953, 965), 
and under the terms of this statute, as amended by the Act of June 23, 
1941 (55 Stat. 259), it expired by limitation June 23, 1942. 
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account of the mortgagor or borrower on or before that 
date, and (ii) all amounts which the mortgagor or bor- 
rower is then obligated to pay from time to time there- 
after, for the construction, reconstruction or recondition- 
ing (including designing, inspecting, outfitting, and 
equipping) of such vessel: Provided, That in no event 
shall the Secretary of Commerce pay as insurance under 
this title an amount in excess of 75 per centum, or 8714 
per centum, as the case may be, of the amount paid by or 
for the account of the mortgagor or borrower for the 
construction, reconstruction, or reconditioning (includ- 
ing designing, inspecting, outfitting, and equipping) of 
such vessel. 

Src. 1102. There is hereby created a Federal Ship Mort- 
gage Insurance Fund (hereinafter referred to as the 
“fund”) which shall be used by the Secretary of Com- 
merce as a revolving fund for the purpose of carrying 
out the provisions of this title, and there shall be allocated 
to such fund the sum of $1,000,000 out of funds made 
available to the Secretary of Commerce under the appro- 
priation authorized by section 1109 (46 U.S. C. 1279). 
Moneys in the fund shall be deposited in the Treasury of 
the United States to the credit of the fund or invested 
in bonds or other obligations of, or guaranteed as to prin- 
cipal and interest by, the United States. 

Sec. 1103. (a) The Secretary of Commerce, upon ap- 
plication by the mortgagor, is authorized to insure as 
hereinafter provided the interest on, and the unpaid bal- 
ance of the principal of, any mortgage offered to him 
which is eligible for insurance as hereinafter provided 
and, upon such terms as the Secretary of Commerce 
may prescribe, is authorized to make commitments to in- 
sure any such mortgage prior to the date of execution or 
disbursement thereon. 

(b) The Secretary of Commerce, upon application by 
the borrower, is authorized to insure as hereinafter pro- 
vided the interest on and the unpaid balance of the prin- 
cipal of, any loan offered to him which is eligible for in- 
surance as hereinafter provided and, upon such terms as 
the Secretary of Commerce may prescribe, is authorized 
to make commitments to insure any such loan prior to 
the date of execution or disbursement thereon. 

(c) Each insurance contract made under this section 
shall run to the mortgagee or lender and be for the bene- 
fit of such mortgagee or lender and the holders of the 
obligations secured by the mortgage or evidencing the 
loan, and if the mortgagee or lender is a trustee under a 
trust indenture, for the benefit of the holders of the bonds 
or notes issued under such trust indenture. 

(d) The faith of the United States is solemnly pledged 
to the payment of interest on and the unpaid balance of 
the principal amount of each mortgage and loan insured 
under this title. 
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(e) The aggregate unpaid principal amount of the /sfregite we. 
mortgages and loans insured under this section and out- limitation. 
standing at any one time shall not exceed $1,000,000,000. 

Sec. 1104. (a) To be eligible for insurance under this #§$9-8-¢ 
title a mortgage, excepting as otherwise provided in sec- 52 Stat. 970. 
° ata > fe gibility. 
tion 1106 (46 U.S. C. 1276)— ‘ P. L. 781, 

(1) shall have a mortgagee approved by the Sec- S*iconte 
retary of Commerce as responsible and able to service 68 Stat. 1269. 
the mortgage properly; and a mortgagor approved 
by the Secretary of Commerce as possessing the 
ability, experience, financial resources, and other 
qualifications necessary to the adequate operation 
and maintenance of the mortgaged property; _ 

(2) shall involve an obligation in a principal 
amount which does not exceed 75 per centum of the 
actual cost of the vessel, such actual cost to be deter- 
mined by the Secretary of Commerce prior to the 
execution of the mortgage and such determination to 
be conclusive for the purpose of determining the 
principal amount of the mortgage: Provided, how- 
ever, That in the case of a vessel, the size and speed 
of which are approved by the Secretary of Com- 
merce, which is eligible for mortgage aid under sec- 
tion 509 of this Act and in respect of which the {$¥-5-¢- 
minimum downpayment by the mortgagor required 
by that section would be 1214 per centum of the cost 
ot such vessel, the obligation may be in an amount 
which does not exceed 8714 per centum of such actual 
cost ; or, in the case of vessels purchased pursuant to 
the Merchant Ship Sales Act of 1946, as amended, 60 Stat. 41. 
for exclusive use on the Great Lakes, involve an obli- mao 
gation in a principal amount which does not exceed 
(5 per centum of the net purchase price of such ves- 
sels plus 75 per centum of the amounts expended for 
altering, modifying, converting, and equipping such 
vessels in excess of that purchase price, or 75 per 

centum of the amount which the Secretary of Com- 
merce estimates will be the value of such vessel so 
purchased for exclusive use on the Great Lakes 
when the reconstruction or reconditioning is com- 
pleted, whichever is the lesser; 

(3) shall secure bonds, notes, or other obligations 
having maturity dates satisfactory to the Secretary 
of Commerce but not to exceed twenty years from the 
date of its execution; 

(4) shall contain amortization provisions satisfac- 
tory to the Secretary of Commerce requiring periodic 
payments by the mortgagor; i 

(5) shall secure bonds, notes or other obligations 
bearing interest (exclusive of premium charges for 
Insurance) at a rate not to exceed 5 per centum per 
annum on the amount of the unpaid principal at any 
time, or not to exceed 6 per centum per annum if the 
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Secretary of Commerce finds that in certain areas or 
under special circumstances the mortgage or lending 
market demands it; 

(6) shall provide, in a manner satisfactory to the 
Secretary of Commerce, for the application of the 
mortgagor’s periodic payments to amortization of 
the principal of the mortgage, exclusive of the 
amount allocated to interest; 

(7) shall contain such terms and provisions with 
respect to the construction, reconstruction, recondi- 
tioning, maintenance, purchase of a vessel for use 
on the Great Lakes pursuant to the Merchant Ship 
Sales Act of 1946, as amended, or operation of the 
property, repairs, alterations, payment of taxes, in- 
surance, delinquency charges, revisions, foreclosure 
proceedings, anticipation of maturity, additional 
and secondary liens, and other matters pertinent to 
the security as the Secretary of Commerce may 
prescribe ; 

(8) shall secure a loan made to aid in financing, 
including payment of loans previously made to fe 
nance, and reimbursement of the mortgagor for ex- 
penditures previously made for, construction (in- 
cluding designing, inspecting, outfitting, and 
equipping) of vessels under title V of this Act, as 
amended, or the purchase by citizens of the United 
States of vessels for use on the Great Lakes pursuant 
to the Merchant Ship Sales Act of 1946, as amended, 
or the construction, reconstruction, or reconditioning 
(including designing, inspecting, outfitting and 
— ‘ rer ae to the enactment of this title, 
of vessels owned by citizens of the United States 
which are designed principally for commercial use 
(a) in the coastwise or intracoastal trade; (b) on 
the Great Lakes, or on bays, sounds, rivers, harbors, 
or inland lakes of the United States; (c) in foreign 
trade; or (d) in the fishing trade or industry; 

(9) shall provide that the mortgagor dnib nny to 
the mortgagee the amount required for the payment 
of each mortgage insurance premium charge at least 
sixty days before the payment of such premium 
charge to the Secretary of Commerce is due, and 
shall further provide that the failure of the mort- 
gagor to make such payment shall be a default under 
the mortgage ; 

(10) may, in the case of a passenger vessel having 
the tonnage, speed, passenger accommodations and 
other characteristics set forth in title V of this Act, 
as amended, with the approval of the Federal Mari- 
time Board, provide that the sole recourse against 
the mortgagor of the United States as assignee of 
the mortgage for the payment of the principal of, 
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and interest on, the mortgage and the bonds, notes 
or other obligations secured thereby shall be limited 
to repossession of the vessel and the assignment 
of insurance claims and that the obligation of the 
mortgagor for such principal and interest shall be 
satis = and discharged by the surrender of the ves- 
sel and all right, title and interest therein to the 
United States: Provided, That the vessel upon sur- 
render shall be (i) free and clear of all liens and 
encumbrances whatsoever except the lien of the pre- 
ferred mortgage, (ii) in class and (iii) in as good 
order and condition, ordinary wear and tear ex- 
cepted, as when acquired by the mortgagor, except 
that any deficiencies with respect to freedom from 
encumbrances, condition and class may, to the ex- 
tent covered by valid policies of insurance, be satis- 
fied by the assignment to the United States of claims 
of the mortgagor under such policies; and 

(11) shall contain such other provisions as may 
be agreed upon between the mortgagor and mort- 
gagee, which are not inconsistent with the provisions 
of the preceding paragraphs of this subsection (a) 
and which are not disapproved by the Secretary of 
Commerce. 


(b) To be eligible for insurance under this title a 
loan— 


(1) shall be made by a lender approved by the 
Secretary of Commerce to a borrower approved by 
the Secretary of Commerce as possessing the ability, 
experience, financial resources and other qualifica- 
tions necessary to the adequate operation and main- 
tenance of the property ; 

(2) shall be made to aid in finncing, puneng 
payment of loans previously made to Jain an 
reimbursement of the borrower for expenditures 
previously made for construction (including design- 
ing, inspecting, a and equipping) of ves- 
sels under title V of this Act, as nani or for the 
construction, reconstruction or reconditioning (in- 
cluding designing, inspecting, outfitting and equip- 
ping) subsequent to the enactment of this title, of 
vessels owned by citizens of the United States which 
are designed principally for commercial use (a) in 
the coastwise or intercoastal trade; (b) on the Great 
Lakes or on bays, sounds, rivers, harbors, or inland 
lakes of the United States; (c) in foreign trade; or 
(d) in the fishing trade or industry ; 

(3) shall be payable prior to or simultaneously 
with the execution of the mortgage; 

(4) shall provide that no advance shall be made 
thereunder unless the sum of such advance and the 
principal amount of all other advances under insured 
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loans then outstanding at the time of said advance 
shall be less than 75 per centum of the actual cost of 
such vessel, such actual cost to be determined by the 
Secretary of Commerce and such determination to be 
conclusive for the purpose of determining the prin- 
cipal amount of the loan; 

(5) shall provide that the borrower shall pay to 
the lender the amount required for the payment of 
each loan insurance premium charge at least sixty 
days before the payment of such premium charge 
to the Secretary of Commerce is due, and which shal] 
further provide that the failure of the borrower to 
make such payment shall give the lender the right to 
mature the loan; 

(6) shall bear interest at an average interest rate 
not to exceed the maximum rate permitted by para- 
graph (5) of subsection (a) of this section; an 

(7) shall contain such other provisions as may be 
agreed upon between the borrower and the lender 
which are not inconsistent with the provisions of 
the preceding paragraphs of this subsection (b) and 
which are not disapproved by the Secretary of Com- 
merce. 

(c) No commitment to insure a mortgage or loan shall 
be made by the Secretary of Commerce unless he finds, 
at or prior to the time such commitment is made, that 
the property or project with respect to which the mort- 
gage or loan will be executed will be, in his opinion, 
economically sound, and no mortgage or loan, unless 
made pursuant to a prior commitment, shall be insured 
unless the Secretary of Commerce finds, at or prior to 
the time the insurance becomes effective, that the prop- 
erty or project with respect to which the mortgage or 
the loan is executed will be in his opinion economically 
sound. 

(d) The Secretary of Commerce is authorized to fix a 
premium charge for the insurance of mortgages and 
loans under this title. In the case of any mortgage in- 
sured under section 1103 (a) (46 U.S. C. 1273 (a) ), such 
charge shall not be less than one-half of 1 per centum 
per annum nor more than 1 per centum per annum of the 
average principal amount of the mortgage outstanding. 
In the case of loans insured under section 1103 (b) (46 
U. S. C. 1273 (b)), such charge shall not be less than 
one-quarter of 1 per centum per annum nor more than 
one-half of 1 per centum per annum of the average prin- 
cipal amount of the loan outstanding. Premium pay- 
ments shall be made when moneys are first slavdlbed “an. 


der the mortgage or loan agreement and on each anni- 
versary date thereafter. All such premium charges shall 
be computed and shall be payable to the Secretary of 
Commerce under such regulations as the Secretary of 
Commerce may prescribe. 
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(e) The Secretary of Commerce shall charge and col- 
lect such amounts as he may deem reasonable for the in- 
vestigation of applications for insurance, for the ap- 
praisal of properties offered for insurance, for the is- 
suance of commitments, and for the inspection of such 
properties during construction, reconstruction, or recon- 
ditioning : Provided, That such charges shall not aggre- 
gate more than one-half of 1 per centum of the original 
principal amount of the mortgage or loan to be insured. 
Unless otherwise agreed, the charge for any such services 
shall be paid by the mortgagor or the borrower. 

(f) All moneys received under the provisions of sec- 
tions 1101-1109 (46 U. S. C. 1271-1279) of this title 
shall be deposited in the fund. 

Sec. 1105. (a) (1) In the event of any act or failure 
to act which gives the mortgagee the right to foreclose, 
any such events being herein called defaults, and failure 
on the part of the mortgagor to remove and remedy the 
default within thirty days, the mortgagee shall have the 
right (i) in the case of a default in respect of the pay- 
ment of principal or interest or the payment of any 
amount to provide for the payment of premium charges 
for mortgage insurance, to demand at or before the ex- 
piration of sixty days after any such default, and (ii) 
in the case of any other default, to demand at any time 
during the continuance of such default, payment by the 
Secretary of Commerce of the unpaid principal amount 
of said mortgage and of the unpaid interest thereon to 
the date of payment: Provided, That an assignment of 
the mortgage and of the obligations secured by the mort- 
gage be tendered to the Secretary of Commerce at the 
time such demand is made. The Secretary of Commerce 
may at any time during the continuance of any default 
notify the mortgagee in writing, specifying the default, 
that by reason of such default the Secretary of Com- 
merce intends to terminate the insurance contract sixty 
days after such notice is received by the mortgagee, and 
the mortgagee shall be entitled to demand payment by 
the Secretary of Commerce as above provided at any 
time during said sixty-day period, whether or not the 
default is removed and remedied, and if the mortgagee 
shall fail to make such demand, the insurance contract 
may be terminated by the Secretary of Commerce on 
or after the expiration of such period. Within a period 
of thirty days from the date of any such demand, the 
Secretary of Commerce shall accept the assignment and 
promptly pay to the mortgagee the unpaid principal 
amount of said mortgage and unpaid interest thereon to 
the date of payment: Provided, That, except in any case 
in which the Secretary of Commerce has given notice of 
intention to terminate the insurance contract pursuant 
to the foregoing provisions, the Secretary of Commerce 
shall not be required to accept such assignment if prior 
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to the expiration of said thirty-day period he shall find 
that there was no default or that such default was re- 
moved and remedied prior to any such demand. 

(2) In the event of an act or failure to act which gives 
the lender the right to mature the loan, any such events 
being herein called defaults, and failure on the part of 
the borrower to remove and remedy the default within 
thirty days, the lender shall have the right (i) in the case 
of a default in respect of the payment of principal or in- 
terest or the payment of any amount to provide for the 
payment of premium charges for loan insurance, to de- 
mand at or before the expiration of sixty days after any 
such default, and (ii) in the case of any other default, 
to demand at any time during the continuance of such 
default, payment by the Secretary of Commerce of the 
unpaid principal amount of said loan and of the unpaid 
interest thereon to the date of payment: Provided, That 
an assignment of the loan agreement and of the obliga- 
tions evidencing such loan be tendered to the Secretary of 
Commerce at the time such demand is made. The Secre- 
tary of Commerce may at any time during the continu- 
ance of any default notify the lender in writing, specify- 
ing such default, that by reason of such default the Sec- 
retary of Commerce intends to terminate the insurance 
contract sixty days after such notice is received by the 
lender, and the lender shall be entitled to demand pay- 
ment by the Secretary of Commerce as above provided 
at any time during said sixty-day period, whether or not 
the default is removed and remedied, and if the lender 
shall fail to make such demand, the insurance contract 
may be terminated by the Secretary of Commerce on or 
after the expiration of such period. Within a period of 
thirty days from the date of any such demand, the Secre- 
tary of Commerce shall accept the assignment and 
promptly pay to the lender the unpaid principal amount 
of said loan and unpaid interest thereon to the date of 

ayment : Provided, That, except in any case in which the 
Secretary of Commerce has given notice of intention to 
terminate the insurance contract pursuant to the fore- 
going provisions, the Secretary of Commerce shall not be 
required to accept such assignment if prior to the expira- 
tion of said thirty-day period he shall find that there was 
no default or that such default was removed and remedied 
prior to any such demand. 

(b) Any amount required to be paid by the Secretary 
of Commerce pursuant to subsection (a) of this section 
shall be paid in cash. 


(c) (1) In the event the Secretary of Commerce shall 
accept the assignment of a mortgage upon the default of 
the mortgagor pursuant to subsection (a) (1) of this 
section, he may institute foreclosure proceedings and in 
connection therewith repossess the mortgaged vessel 
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forthwith and, subject to the provisions of section 1104 
(a) (10) (46 U.S. C. 1274 (a) (10)), take such other 
action against the mortgagor that, in his discretion, may 
be required to protect the interests of the United States 
and of the mortgagee, as they may appear. Any suit may 
be brought in the name of the United States or in the 
name of the mortgagee and the mortgagee shall make 
available to the United States all records and evidence 
necessary to prosecute any such suit. If the Secretary of 
Commerce shall determine that the interests of the 
United States do not require foreclosure of the mortgage, 
he may make such agreement with the mortgagor as in 
the opinion of the Secretary of Commerce will result in 
remedying the defaults. The Secretary of Commerce 
shall have the right in his discretion to accept a convey- 
ance of title to and possession of the vessel from the mort- 
gagor, and in the event of a sale under foreclosure pro- 
ceedings, may purchase the vessel for an amount not 
greater than the unpaid principal amount of such mort- 
gage and unpaid interest thereon. In the event the Sec- 
retary of Commerce shall receive through the sale of the 
vessel an amount of cash in excess of any payment made 
to the mortgagee under subsection (a) (1) of this section, 
and the expenses of collection of such amount, he shall 
pay such excess to the borrower. 

(2) In the event the Secretary of Commerce shall ac- 
cept the assignment of a loan agreement upon the default 
of a borrower pursuant to subsection (a) (2) of this sec- 
tion, he shall take such action against the borrower or any 
other parties liable under the loan agreement or the 
obligations evidencing such loan thereunder that, in his 
discretion, may be required to protect the interests of the 
United States and of the lender as they may appear. 
Any suit may be brought in the name of the United States 
or in the name of the lender and the lender shall make 
available to the United States all records and evidence 
necessary to prosecute any such suit. The Secretary 
of Commerce shall have the right in his discretion to 
accept a conveyance of title to and possession of the prop- 
erty from the borrower, and may purchase the property 
for an amount not greater than the unpaid principal 
amount of such loan and unpaid interest thereon. In the 
event the Secretary of Commerce shall receive through 
the sale of the property an amount of cash in excess of any 
payment made to the lender under subsection (a) (2) of 
this section and the expenses of collection of such amount, 
he shall pay such excess to the borrower. 

(d) Notwithstanding any other provision of law re- 
lating to the acquisition, handling or disposal of propert 


by the United States, the Secretary of Commerce shail érty 


have the right in his discretion to complete, recondition, 
reconstruct, renovate, repair, maintain, operate, charter, 
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or sell any property acquired by him pursuant to the 
assignment as provided in this section and may place 
the mortgaged vessel in the national defense reserve or 
may sell the same upon competitive bids for not less than 
the minimum sales price provided by the Merchant Ma- 
rine Act, 1936, as amended. The buyer shall be required 
to make cash payment to the Secretary of Commerce of 
not less than 25 per centum of the sales price, and the 
balance shall be paid in equal annual installments over 
the remaining period of the expected useful life of such 
vessel. Interest at the rate of 314 per centum per annum 
shall be paid on all such installments of the purchase price 
remaining unpaid. 

(e) Any contract or commitment of insurance entered 
into by the Secretary of Commerce under the provisions 
of this title shall not be terminated, canceled, or otherwise 
revoked for any reason, except as provided in section 1105 
of this title, and shall be conclusive evidence that the 
mortgage or loan complies fully with the provisions of 
this title and of the approval of the principal amount, 
interest rate, and all other terms of the mortgage or loan 
and of the mortgagor or borrower and of the mortgagee 
or lender; and any contract or commitment of insurance 
so entered into shall be incontestable from the date as 
of which such contract or commitment is entered into, 
except for fraud, duress, or mutual mistake of fact. 

Sec. 1106. No provision of this title shall be construed 
to authorize the Secretary of Commerce to insure a mort- 
gage securing any loan or advance made prior to the en- 
actment of this title, and no mortgage shall be insured for 
refinancing in whole or in part any existing mortgage in- 
debtedness except— 

(1) where a substantial portion of the total 
amount to be secured by the new mortgage, not to 
extend beyond the maturity date of the original 
mortgage, shall be applied to new construction, re- 
conditioning, or reconstruction of one or more of the 
mortgaged vessels: Provided, however, That the 
aggregate amount of all mortgages insured under 
this paragraph and outstanding at any one time 
shall not exceed $20,000,000, and siveuidall that all 
of the eligibility requirements of section 1104 (46 
U.S. C. 1274) not inconsistent with this paragraph 
are complied with; 

(2) where the Secretary of Commerce has insured 
a mortgage under the provisions of this title, and 
the mortgagor thereafter makes application to the 
mortgagee or another lender for an additional loan 
or advance for reconditioning or reconstructing the 
mortgaged property, the Secretary of Commerce 
may insure a new mortgage, not to extend beyond 
the maturity date of the original mortgage, in the 
amount of the principal outstanding balance of the 
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original mortgage plus the amount of the additional 
loan, provided the amount of the additional loan is 
within the limits of paragraph (2) of subsection (a) 
of section 1104 (46 U.S. C. 1274) and the new mort- 
gage conforms to the eligibility requirements of all 
the other paragraphs of said subsection (a) ; 

(3) where the Secretary of Commerce has insured 
a mortgage under the provisions of this title, the Sec- 
retary of Commerce may insure a new mortgage for 
the purpose of refunding such mortgage: Provided, 
That the principal amount of the new mortgage shall 
not exceed the then unpaid principal amount of the 
original mortgage; that the interest rate on the new 
mortgage shall not be higher than the interest rate 
on the original mortgage; that the maturity date of 
the new mortgage shall not be later than the maturity 
date of the original mortgage; and that the new 
mortgage shall otherwise conform to the eligibility 
requirements of subsection (a) of section 1104 (46 
U.S. C. 1274); or 

(4) the Secretary of Commerce may insure mort- 
gages given to finance the purchase of vessels thereto- 
fore acquired by the fund under the provisions of sec- 
tion 1105 (46 U.S. C. 1275) and to secure loans or 
advances made for reconditioning and reconstruction 
of such vessels. 


Sec. 1107. Whoever, for the purpose of obtaining any 
loan or advance of credit from any person, partnership, 
association, or corporation with the intent that such loan 
or advance of credit shall be offered to or accepted by the 
Secretary of Commerce for insurance, or for the pur- 
pose of obtaining any extension or renewal of any loan, 
advance of credit, or mortgage insured by the said Sec- 
retary of Commerce, or the acceptance, release, or substi- 
tution of any security on such a loan, advance of credit, 
or for the purpose of influencing in any way the action 
of the said Secretary of Commerce under this title, 
makes, passes, utters, or publishes, or causes to be made, 
passed, uttered, or published any statement, knowing the 
same to be false, or alters, forges, or counterfeits, or 
causes or procures to be altered, forged, or counterfeited, 


any 


instrument, paper, or document, or utters, publishes, 


or passes as true, or causes to be uttered, published, or 
— as true, any instrument, paper, or document, 
nowing it to have been altered, forged, or counterfeited, 
or willfully overvalues any security, asset, or income, 
shall be guilty of a misdemeanor and punished as pro- 
vided under the first paragraph of section 806 (b) of this 


Act. 


Sec. 1108. The Secretary of Commerce is authorized 


and 


directed to make such rules and regulations as may 


be deemed necessary or rea to carry out the pur- 
1 


poses and provisions of t 


is title. 
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oy. 6. <. Src. 1109. There is hereby authorized to be appro- 
52 Stat.973.  priated the sum of $1,000,000 and such further sums as 
prot saa may be necessary to carry out the provisions of this title. 


Trrte XII—War Risk INsuRANCE 
64 Stat. 773. 


Definitions. 


Sec. 1201. As used in this title— 

(a) The term “American vessels” includes any vessel 
registered, enrolled, or licensed under the laws of the 
United States and any undocumented vessel owned or 
chartered by or made available to the United States or 
any department or agency thereof and any tug or barge 
or other watercraft (documented or undocumented) 
owned by a citizen of the United States used in essential 
water transportation or in the fishing trade or industry, 
except watercraft used exclusively in or for sport fishing. 

(b) The term “transportation in the water-borne com- 
merce of the United States” includes the operation of 
vessels in the fishing trade or industry, except watercraft 
used exclusively in or for sport fishing. 

(c) The term “war risks” includes to such extent as 
the retary may determine all or any part of those 
losses which are excluded from marine insurance cover- 
age under a “free of capture and seizure” clause, or anal- 
ogous clauses. 

(d) The term “citizen of the United States” includes 
corporations, partnerships, and associations existing, 
authorized, or organized under the laws of the United 
States or any State, district, Territory, or possession 
thereof. 

(e) The term “Secretary” shall mean the Secretary of 
Marine war- Commerce. ( . 
risk insurance. Sec. 1202. (a) The Secretary, with the approval of | 

the President, and after such consultation with interested | 
agencies of the Government as the President may require, 
may provide insurance and reinsurance against loss or 
damage by war risks in the manner and to the extent pro- 
vided in this title, whenever it appears to the Secretary 
that such insurance adequate for the needs of the water- 
borne commerce of the United States cannot be obtained 
on reasonable terms and conditions from companies au- 
thorized to do an insurance business in a State of the 
United States. 
(b) Any insurance or reinsurance issued under any of 
the provisions of this Act shall be based, insofar as prac- 
Sane ficatle, upon consideration of the risk involved. 
erty and in- Sec. 1203. The Secretary may provide the insurance 
‘ic ~~ and reinsurance authorized by section 1202 with respect 
to the following persons, property, or interest : 

(a) American vessels, including vessels under con- 
struction, foreign-flag vessels owned by citizens of the 
United States or engaged in transportation in the water- 
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borne commerce of the United States or in such other 
transportation by water or such other services as may be 
deemed by the Secretary to be in the interest of the 
national defense or the national economy of the United 
States, when so engaged. 

(b) Cargoes shipped or to be shipped on any such 
vessels, including shipments by express or registered 
mail; cargoes owned by citizens or residents of the United 
States, its Territories or possessions; cargoes imported 
to, or exported from, the United States, its Territories 
or possessions, and cargoes sold or purchased by citizens 
or residents of the United States, its Territories or pos- 
sessions, under contracts of sale or purchase by the terms 
of which the risk of loss by war risks or the obligation 
to provide insurance against such risks is assumed by or 
falls upon a citizen or resident of the United States, its 
Territories or possessions ; cargoes shipped between ports 
in the United States, or between ports in the United 
States and its Territories and possessions, or between 
ports in such Territories or possessions. 

(c) The disbursements, including advances to masters 
and general average disbursements, and freight and 

assage moneys of such vessels. 

(d) The personal effects of the masters, officers, and 
crews of such vessels, and of other persons transported 
on such vessels, 

(e) Masters, officers, members of the crews of such 
vessels and other persons employed or transported 
thereon against loss of life, injury, detention by an enemy 
of the United States following capture. 

(f) Statutory on ** contractual chiigutions or other lia- 
bilities of such vessels or of the owner or charterer of 
such vessels of the nature customarily covered by 
insurance. 

Src. 1204. Whenever the Secretary shall insure any 
risk included under subsection (d), (e), or (f) of section 
1203, insofar as it concerns liabilities relating to the 
masters, officers, and crews of such vessels or to other 
persons transported thereon, the insurance on such risks 
may include risks other than war risks to the extent that 
the Secretary determines to be necessary or advisable. 

Sec. 1205. (a) Any depertanent or agency of the 
United States may, with the approval of the President, 
procure from the Secretary any of the insurance as pro- 
vided for in this title, except as provided in sections 1 
and 2 of the Act of July 8, 1937 (50 Stat. 479). 

(b) The Secretary is authorized with such approval 
to preyide such insurance at the request of the Secretary 
of Defense, and such other agencies as the President may 
prescribe, without premium in consideration of the agree- 


ment of the Secretary of Defense or such agency to 


148 While “on” appears in the law, it probably should be “or.” 
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indemnify the Secretary against all losses covered by 
such insurance, and the Secretary of Defense and suc 
other agencies are authorized to execute such indemnity 
agreement with the Secretary. 1oiNs 

Sec. 1206. The Secretary is authorized to provide in- 
surance for any person who performs services or pro- 
vides facilities for or with respect to any American- or 
foreign-flag vessel, public or private, against legal lia- 
bilities that may be incurred by such person in connec- 
tion with the performance of such services or the provid- 
ing of such facilities. Such insurance shall not be issued 
against liability to employees in respect of employers’ 
liability or workmen’s compensation. No such insurance 
shall be provided unless, in the opinion of the Secretary, 
such insurance is required in the prosecution of the war 
effort or in connection with national defense and cannot 
be obtained at reasonable rates or upon reasonable con- 
ditions from approved companies authorized to do in- 
surance business in any State of the United States. 

Src. 1207. (a) To the extent that he is authorized by 
this title to provide marine, war risk, and liability insur- 
ance, the Secretary may reinsure, in whole or in part, any 
company authorized to do an insurance business in any 
State of the United States. The Secretary may reinsure 
with, or cede or retrocede to, any such company any in- 
surance or reinsurance provided by the Secretary in ac- 
cordance with the provisions of this title. 

(b) Reinsurance shall not be provided by the Secre- 
tary at rates less than nor obtained by the Secretary at 
rates more than the rates established by the Secretary on 
the same or similar risks or the rates charged by the in- 
surance carrier for the insurance so reinsured whichever 
is most advantageous to the Secretary, except that the 
Secretary may make to the insurance carrier such allow- 
ances for expenses on account of the cost of services 
rendered or facilities furnished as he deems reasonably to 
accord with good business practice, but such allowance to 
the carrier shall not provide for any payment by the car- 
rier on account of solicitation for or stimulation of 
insurance business. 

Src. 1208. (a) The Secretary shall create an insurance 
fund in the Treasury to enable him to carry out the pro- 
visions of this title. Moneys appropriated by Congress 
to carry out the provisions of this title and all moneys 
received from premiums, salvage, or other recoveries and 
all receipts in connection with this title shall be deposited 
in the Treasury to the credit of such fund. Payments of 
return premiums, losses, settlements, judgments, and all 
liabilities incurred by the United States under this title 
shall be made from such fund through the Division of 
Disbursement, Treasury Department. 

(b) Such sums as shall be necessary to carry out the 
provisions of this title are authorized to be appropriated 
to such fund. 
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Src. 1209. (a) (1) The Secretary, in the administra- 
tion of this title, may issue such policies, rules, and regu- 
lations as he deems proper and may adjust and pay losses, 
compromise and settle claims, whether in favor of or 
against the United States and pay the amount of any 
judgment rendered against the United States in any suit, 
or the amount of any settlement agreed upon, in respect 
of any claim under insurance authorized by this title. 

(2) In respect of hull insurance, the valuation in the 
policy for actual or constructive total loss of the vessel 
insured shall be a stated valuation (exclusive of National 
Defense features paid for by the Government) deter- 
mined by the Secretary which shall not exceed the amount 
that would be payable if the vessel had been requisitioned 
for title under section 902 (a) at the time of the attach- 
ment of the insurance under said policy: Provided, how- 
ever, That in the case of a construction-subsidized vessel, 
for the period of insurance prior to requisition for title or 
use, the valuation so determined shall be reduced by such 
proportion as the amount of construction subsidy paid 
with respect to the vessel bears to the entire construction 
cost and capital improvements thereof (excluding the 
cost of national defense features), and for the period of 
insurance after requisition for use the valuation so de- 
termined shall not exceed the amount which would be 
payable under section 802 in the case of requisition for 
title or use: Provided further, That the insured shall have 
the right within sixty days after the attachment of the 
insurance under said policy, or within sixty days after 
determination of such valuation by the Secretary, which- 
ever is later, to reject such valuation, and shall pay, at 
the rate provided for in said policy, premiums upon such 
asserted valuation as the insured shall specify at the time 
of rejection, but such asserted valuation shall not operate 
to the prejudice of the Government in any subsequent ac- 
tion on the policy. In the event of the actual or con- 
structive total loss of the vessel, if the insured has not 
rejected such valuation the amount of any claim therefor 
which is adjusted, compromised, settled, adjudged, or 
paid shall not exceed such stated amount, but if the in- 
sured has so rejected such valuation, the insured shall 
be paid as a tentative advance only, 75 per centum of such 
valuation so determined by the Secretary and shall be 
entitled to sue the United States in a court having juris- 
diction of such claims to recover such valuation as would 
be equal to the just compensation which such court de- 
termines would lame been payable if the vessel had been 
requisitioned for title under section 902 (a) at the time 
of the attachment of the insurance under said policy: 
Provided, however, That in the case of a construction- 
subsidized vessel, the valuation determined by the court 
as such just compensation for any period of insurance 
prior to actual requisition for title or use of the vessel 
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shall be reduced by such proportion as the amount of con- 
struction subsidy paid with respect to the vessel bears to 
the entire construction cost and capital improvements 
thereof (excluding the cost of national defense features) , 
and for any period of insurance after actual requisition 
for use, the valuation determined by the court shall be the 
amount which would have been payable under section 802 
in the case of requisition for title: And provided further, 
That in the event of an election by the insured to reject 
the stated valuation fixed by the Secretary and to sue in 
the courts, the amount of the judgment will be payable 
without regard to the limitations contained in the twelfth 
para h under the heading Maritime Activities in title 
I of the Dopartendsit of Commerce and Related Agencies 
Appropriation Act, 1956, in the tenth paragraph under 
the heading Maritime Activities in title III of the De- 
partment of State, Justice, and Commerce, and the 
United States Information Agency Appropriation Act, 
1955, in the eleventh paragraph under the heading “Mar- 
1TrE Activities” in title IT] of the Department of Jus- 
tice, State, and Commerce Appropriation Act, 1954, the 
tenth paragraph under the heading “OpgratiNne Dirrerr- 
ENTIAL Sussipres” in title II of the Independent Offices 
Appropriation Act, 1953, the corresponding paragraphs 
of the Independent Offices Appropriation Act, 1952, and 
the Third Supplemental Appropriation Act, 1951, al- 
though the excess of any amounts advanced on account of 
just compensation over the amount of the court judgment 
will be required to be refunded. In the event of such 
court determination, premiums under the policy shall be 
adjusted on the basis of the valuation as lenlie deter- 
mined and of the rate provided for in said policy.’ 

(b) The Secretary may prescribe and change forms 
and policies, and fix, adjust, and change the amounts in- 
sured. and rates of premium provided for in this title. 

(c) The Secretary, in administering this title, may 
exercise his powers, perform his duties and functions, 
and make his expenditures, in accordance with commer- 
cial practice in the marine insurance business. Except 
as authorized in subsection (d) of this section, no in- 
surance broker or other person acting in a similar inter- 
mediary capacity shall be paid any fee or other consid- 
eration by the Secretary by virtue of his participatian in 
arranging any insurance wherein the Secretary directly 
insures any of the risk thereof. 

(d) The Secretary may, and whenever he finds it prac- 
tical to do so shall, employ domestic companies or groups 


2 Section 4 of Public Law 958, 84th Cong., approved August 3, 1956 
(70 Stat. 984), reads as follows: 

“Sec. 4. All war-risk insurance issued under title XII of the Merchant 
Marine Act, 1936, which is in force on the date of the enactment of this 
Act shall, as of the beginning of such date, be deemed to have been 
amended to conform to the requirements of section 1209 of the Merchant 
Marine Act, 1936, as amended by this Act unless the insured, within ten 
days after such date, objects to such amendment.’’ See p. 207, infra. 
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of domestic companies authorized to do a marine insur- 
ance business in any State of the United States, to act 
as his underwriting agent. The Secretary may allow 
such companies or groups of companies fair and reason- 
able compensation for servicing insurance written by 
such companies or groups of companies as underwriting 
agent for the Secretary. The services of such under- 
writing agents may be utilized in the adjustment of 
claims under insurance provided by this title, but no 
claim shall be paid unless and until it has been approved 
by the Secretary. Such compensation may include an 
giomnes for expenses reasonably incurred by such 
agent, but such allowance shall not include any payment 
by such agent on account of solicitation for or stimula- 
tion of insurance business. 

(e) The Secretary without regard to the laws, rules, or 
regulations relating to the employment of employees of 
the United States, may appoint and prescribe the duties 
of such number of experts in marine insurance as he 
deems necessary under this title. 

(f) The Secretary with the consent of any executive 
department, independent establishment, or other agency 
of the Government, including any field service thereo, 
may avail himself of the use of information, services, 
facilities, officers, and employees thereof in carrying out 
the provisions of this title. 

Sec. 1210. This title shall not affect rights of seamen 
under existing law. 

Sec. 1211. The Secretary shall include in his annual 
report to Congress a detailed statement of all activities 
and of all expenditures and receipts under this title for 
the period covered by such report and in addition make 
quarterly progress reports to the Congress with reference 
to contracts entered into, proposed contracts, and the 
general progress of his insurance activities. 

Sec. 1212. Upon disagreement as to a loss insured un- 
der this title, suit may be maintained against the United 
States in admiralty in the district in which the claimant 
or his agent resides, and this remedy shall be exclusive of 
any other action by reason of the same subject matter 
against any agent or employee of the United States em- 
ployed or retained under this title. If the claimant has 
no residence in the United States, suit may be brought in 
the District Court of the District of Columbia or in such 
other district court in which the Attorney General of the 
United States agrees to accept service. Such suits shall 
be heard and determined under the provisions of an Act 
entitled “An Act authorizing suits against the United 
States in admiralty, suits for salvage services, and pro- 
viding for the release of merchant vessels belonging to the 
United States from arrest and attachment in foreign 
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jurisdiction, and for other purposes”, approved March 
9, 1920, as amended (known as the Suits in Admiralty 
Act). All persons having or claiming or who might have 
an interest in such insurance, may be made parties either 
initially or upon the motion of either party. In any case 
where the Secretary acknowledges the indebtedness of the 
United States on account of such insurance, and there is 
a dispute as to the persons entitled to receive payment, 
the United States may bring an action in the nature of a 
bill of interpleader against such parties, in the District 
Yourt for the District of Columbia, or in the district 
court of the district in which any such person resides. 
In such actions any party, if not a resident of or found 
within the district, may be brought in by order of court 
served in such reasonable manner as the court directs. If 
the court is satisfied that persons unknown might assert 
a claim on account of such insurance, it may direct serv- 
ice upon such persons unknown by publication in the Fed- 
eral Register. Judgment in any such suit shall dis- 
charge the United States from further liability to any 
yarties to such action, and to all persons when service 
by publication upon persons unknown is directed by the 
court. The period within which suits may be com- 
menced contained in said Suits in Admiralty Act shall, 
if claim be filed therefor within such period, be sus- 
pended from such time of filing until the claim shall have 
been administratively denied by the Secretary and for 
sixty days thereafter: Provided, however, That such 
claim shall be deemed to have been administratively de- 
nied if not acted upon within six months after the time 
of filing, unless the Secretary for good cause shown shall 
have otherwise agreed with the claimant. 

Sec. 1213. A person having an insurable interest in 
a vessel may, with the approval of the Secretary, insure 
with other underwriters in an amount in excess of the 
amount insured with the Secretary of Commerce, and 
in that event the Secretary of Commerce shall not be en- 
titled to the benefits of such insurance. 

Sec. 1214. The authority of the Secretary to provide 
insurance and reinsurance under this title shall expire 
10 years from the date of enactment [September 7, 1950] 
of this title. 
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MERCHANT SHIP SALES ACT OF 1946 


[ As amended through the 84th Congress] 
[60 Stat. 41] 
[50 U. S. C. 1735] 
[Pustic Law 321—79rH Conaress } 


[ CHaprer 82—2p Session | 
[H. R. 3603] 
AN ACT 


To provide for the sale of surplus war-built vessels, and for other 
purposes 


Be it enacted by the Senate and House of Representa- 
tives of the United States of America in Congress assem- 
bled, That this Act may be cited as the “Merchant Ship 
Sales Act of 1946.” 


DECLARATION OF POLICY 


Src. 2. (a) It is necessary for the national security and 
development and maintenance of the domestic and the 
export and import foreign commerce of the United States 
that the United States have an efficient and adequate 
American-owned merchant marine (1) sufficient to carry 
its domestic water-borne commerce and a substantial por- 
tion of its water-borne export and import foreign com- 
merce and to provide shipping service on all routes essen- 
tial for maintaining the in. of such domestic and foreign 
water-borne commerce at all times; (2) capable of serv- 
ing as a naval and military auxiliary in time of war or 
national emergency; (3) owned and operated under the 
United States flag by citizens of the United States; (4) 
composed of the best-equipped, safest, and most suitable 
types of vessels, constructed in the United States and 
manned with a trained and efficient citizen personnel ; 
and (5) supplemented by efficient American-owned facil- 
ities for shipbuilding and ship repair, marine insurance, 
and other auxiliary services. 

(b) It is hereby declared to be the policy of this Act to 
foster the development and encourage the maintenance 
of such a merchant marine. 
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DEFINITIONS 


Src. 3. As used in this Act the term— ; 

(a) “Commission” means the United States Maritime 
Commission. 

(b) “War-built vessel” means an oceangoing vessel of 
one thousand five hundred gross tons or more, owned by 
the United States and suitable for commercial use— 

(1) which was constructed or contracted for by 
or for the account of the United States during the 
period beginning January 1, 1941, and ending with 
September 2, 1945; or 

(2) which, having been constructed during the 
period beginning September 3, 1939, and endin 
with September 2, 1945, was acquired by the Unite 
States during such period. 

(c) “Prewar Toitaatin cost”, as applied to any type 
of vessel, means the amount determined by the Commis- 
sion, and published by the Commission in the Federal 
Register, to be the amount for which a standard vessel 
of such type could have been constructed (without its 
national defense features) in the United States under 
norma! conditions relating to labor, materials, and other 
elements of cost, obtaining on or about January 1, 1941. 
In no case shall the prewar domestic cost of any type of 
vessel be considered to be greater than 80 per centum of 
the domestic war cost of vessels of the same type. 

(d)* “Statutory sales price”, as applied to a particular 
vessel, means, in the case of a dry-cargo vessel, an amount 
equal to 50 per centum of the prewar domestic cost of 
that type of vessel, and in the case of a tanker, such term 
means an amount equal to 8714 per centum of the prewar 
domestic cost of a tanker of that type, such amount in 
each case being adjusted as follows: 

(1) If the Commission is of the opinion that the 
vessel is not in class, there shall be subtracted the 
amount estimated by the Commission as the cost of 

utting the vessel in class. 

(2) If the Commission is of the opinion that the 
vessel lacks desirable features which are incorpo- 
rated in the standard vessel used for the purpose of 
determining prewar domestic cost, and that the 
statutory sales price (unadjusted) would be lower 


1 See a proviso in the Supplemental Independent Offices Appropriation 
Act, 1949, approved June 30, 1948 (Public Law 862, 80th Cong. ; 62 Stat. 
1196), which reads as follows: “Provided further, That hereafter the 
Commission may make allowances to purchasers of vessels for cost of 
putting such vessels in class, such allowances to be determined on the basis 
of competitive bids, without regard to the provisions of the last para- 
graph of section 3 (d) of the Merchant Ship Sales Act of 1946” See 
similar (temporary) proviso in the Independent Offices Appropriation Act, 


p 
1948, approved June 30, 1947 (Public Law 269, 80th fone 61 Stat. 
585 at 603). See also, a proviso in sec. 1 of the Act of June 29, 1949 
(Public Law 147, 8ist Cong.; 63 Stat. 349), relating to inventories. 
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if the standard vessel had also lacked such features, 
there shall be subtracted the amount estimated b 
the Commission as the amount of such resulting dif- 
ference in statutory sales price. xt 

(3) If the Commission is of the opinion that the 
vessel contains desirable features which are not in- 
corporated in the standard vessel used for the pur- 
pose of determining prewar domestic cost, and that 
the statutory sales price (unadjusted) would be 
higher if the standard vessel had also contained such 
features, there shall be added the amount estimated 
by the Commission as the amount of such resulting 
difference in statutory sales price. 

(4) There shall be subtracted, as representing 
normal depreciation, an amount computed by apply- 
ing to the statutory sales price (determined without 
regard to this paragraph) the rate of 5 per centum 
per annum for the period beginning with the date 
of the original delivery of the vessel by its builder 
and ending with the date of sale or charter to the 
applicant in question, and there shall also be sub- 
tracted an amount computed by applying to the 
statutory sales price (determined without regard 
to this paragraph) such rate not in excess of 3 per 
centum per annum in the case of a vessel other than 
a tanker, and not in excess of 4 per centum per an- 
num in the case of a tanker, for such period or 
periods of war service as the Commission determines 
will make reasonable allowance for excessive wear 
and tear by reason of war service which cannot be 
or has not been otherwise compensated for under this 
subsection. 

No adjustment, except in respect of passenger vessels 
constructed before January 1, 1941, shall be made under 
this Act which will result in a statutory sales price which 
(1) in the case of dry-cargo vessels (except Liberty type 
vessels) will be less than 35 per centum of the domestic 
war cost of vessels of the same type, (2) in the case of 
any Liberty type vessel will be less than 3114 per centum 
of the domestic war cost of vessels of such type, or (3) 
in the case of a tanker will be less than 50 per centum 
of the domestic war cost of tankers of the same type. 
For the purposes of this Act, except section 5, all Liberty 
vessels shall be considered to be vessels of one and the 
same type. 

(e) “Domestic war cost” as applied to any type of 
vessel means the average construction cost (without na- 
tional defense features) as determined by the Commis- 
sion, of vessels of such type delivered during the calendar 
year 1944, except in case of any type of vessel the prin- 
cipal deliveries of which were ‘iat after the calendar 
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year 1944, there shall be used in lieu of such year 1944 
such period of not less than six consecutive calendar 
months as the Commission shall find to be most repre- 
sentative of war production costs of such type. 

(f) “Cessation of hostilities” means the date pro- 
claimed by the President as the date of the cessation of 
hostilities in the present war, or the date so specified in 
a concurrent resolution of the two Houses of the Con- 
gress, whichever is the earlier. 

(g) “Citizen of the United States” includes a corpora- 
tion, partnership, or association only if it is a citizen of 
the United States within the meaning of section 2 of the 
Shipping Act of 1916, as amended. The term “affiliated 
interest” as used in sections 9 and 10 of this Act includes 
any person affiliated or associated with a citizen appli- 
cant for benefits under this Act who the Commission, 
pursuant to rules and regulations prescribed hereunder, 
determines should be so included in order to carry out 
the policy and purposes of this Act. 


SALES OF WAR-BUILT VESSELS TO CITIZENS 


Sec. 4. (a) Any citizen of the United States may make 
application to the Commission to purchase a war-built 
vessel, under the jurisdiction and control of the Com- 
mission, at the statutory sales price. If the Commission 
determines that the applicant possesses the ability, ex- 
perience, financial resources, and other qualifications, 
necessary to enable him to operate and maintain the ves- 
sel under normal competitive conditions, and that such 
sale will aid in carrying out the policies of this Act, the 
Commission shall sell such vessel to the applicant at the 
statutory sales price. 

(b) At the time of sale, the purchaser shall pay to the 
Commission at least 25 per centum of the statutory sales 
price. The balance of the statutory sales price shall be 
payable in not more than twenty equal annual install- 
ments, with interest on the portion of the statutory, sales 
price remaining unpaid, at the rate of 314 per centum 
per annum, or shall be “vee under such other amorti- 
zation provisions which permit the purchaser to accel- 
erate payment of the unpaid balance as the Commission 
deems satisfactory. The obligation of the purchaser 
with respect to payment of such unpaid balance with in- 
terest shall be secured by a preferred mortgage on the 
vessel sold. 

(c) The contract of sale, and the mortgage given to 
secure the payment of the unpaid balance of the purchase 
price, bail rind restrict the lawful or proper use or opera- 


tion of the vessel. 
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CHARTER OF WAR-BUILT VESSELS TO CITIZENS 


Src. 5.2 (a) Any citizen of the United States and, until 
July 4, 1946, any citizen of the Commonwealth of the 
Philippines, may make application to the Commission 
to charter a war-built dry-cargo vessel, under the juris- 
diction and control of the Commission, for bare-boat 
use. The Commission may, in its discretion, either re- 
ject or approve the application, but shall not so approve 
unless in its opinion the chartering of such vessel to the 
applicant would be consistent with the policies of this 
Act. No vessel shall be chartered under this section until 
sixty days after publication of the applicable prewar 
domestic cost in the Federal Register under subsection 3 
(c) of this Act. 

(b) The charter hire for any vessel chartered under 
the provisions of this section shall be fixed by the Com- 
mission at such rate as the Commission determines to be 
consistent with the policies of this Act, but, except upon 
the affirmative vote of not less than four members of 
the Commission, such rate shall not be less than 15 per 
centum per annum of the statutory sales price (com- 
puted as of the date of charter). Except in the case of 
vessels having passenger accommodations for not less 
than eighty passengers, rates of charter hire fixed by the 
Commission on any war-built vessel which differ from 
the rate specified in the subsection shall not be less than 
the prevailing world market charter rate for similar 
vessels for similar use as determined by the Commission. 

(c) The provisions of sections 708, 709, 710, 712, and 
713, of the Merchant Marine Act, 1936, as amended, shall 
be applicable to charters made under this section. 

(d) Where an operator is engaged both in the foreign 
trade and in the domestic trade (coastwise or inter- 
coastal), additional charter hire determined with refer- 
ence to voyage profits of the chartered vessels, under 
regulations promulgated by the Maritime Commission, 
shall be computed, accounted for, and paid separately on 
such foreign trade and shall be computed, accounted for, 
and paid separately on such domestic trade, covering all 
voyages commencing subsequent to June 30, 1947. 

(e) (1) Notwithstanding the provisions of sections 
11 and 14 of this Act, as sanded war-built dry-cargo 
vessels owned by the United States on or after June 30, 
1950, may be chartered pursuant to this Act for bareboat 


*See section 306 (a) of the Philippine Rehabilitation Act of 1946, 
approved April 30, 1946 (Public Law 370, 79th Cong.; 60 Stat, 128) re 
chartering of vessels for Philippine interisland commerce. Sec. 5 (e) 
and (f) was added by the Act of June 80, 1950 (Public Law 591, S8ist 
Cong.; 64 Stat. 308). See also Public Law 87, 83d Cong. (67 Stat. 
110) and Public Law 469, 88d Cong. (68 Stat. 396). 

See provisions relating to consumable stores on chartered vessels in 
Public Law 343, 81st Cong. (63 Stat. 738), Public Law 759, 8ist Cong. 
(64 Stat. 595), Public Law 121, 84th Cong. (68 Stat. 231) and Public 
Law 604, 84th Cong. (70 Stat. 319). 
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use in any service which, in the opinion of the Federal 
Maritime Board, is required in the public interest and is 
not adequately served, and for which privately owned 
American-flag vessels are not available for charter by 
private operators on reasonable conditions and at reason- 
able rates for use in such service. No charters shall be 
made by the Secretary of Commerce under authority of 
this subsection until the Federal Maritime Board shall 
have given due notice to all interested parties and shall 
have afforded such parties an opportunity for a public 
hearing on such charters and sh it have certified its find- 
ings to the Secretary of Commerce. The Secretary of 
Commerce is authorized to include in such charters such 
restrictions and conditions as the Federal Maritime 
Board determines to be necessary or appropriate to pro- 
tect the public interest in respect of such charters and to 
protect privately owned vessels against competition from 
vessels chartered under this section: Provided, however, 
That all such charters shall contain a provision that they 
will be reviewed annually by the Federal Maritime 
Board, with recommendations to the Secretary of Com- 
merce, for the purpose of determining whether conditions 
exist justifying continuance of the charters under the 
provisions of this subsection. 

(2) A charter existing on June 30, 1950, with respect 
to a war-built dry-cargo vessel may be extended to Octo- 
ber 31, 1950, if application is made within ten days after 
the enactment hereof for the charter of such vessel under 
subsection (e) of this section and if the Secretary of Com- 
merce deems such extension is justified in accordance with 
the provisions of section 5 (e) (1): Provided, however, 
That a new voyage under such extended charter shall not 
be begun after Seteber 31, 1950, unless it has been de- 
termined prior to such date, in accordance with the pro- 
cedure set forth in this subsection, that the continued use 
of the vessel in the service is required. The Federal 
Maritime Board shall conduct all hearings on applica- 
tions made under this paragraph immediately upon re- 
ceipt thereof and shall promptly certify its findings to 
the Secretary of Commerce, provided that all such cer- 
tifications shall be made not later than October 31, 1950. 

(f) (1) Notwithstanding the provisions of sections 11 
and 14 of this Act, as amended, the Secretary of Com- 
merce may charter any passenger vessel, whether or not 
war-built, owned by the United States on or after June 
30, 1950, pursuant to title VII of the Merchant Marine 
Act, 1936, as amended and may charter any war-built 
passenger vessel owned by the United States for use in 
the domestic trade of the United States, under the condi- 
tions prescribed for the charter of war-built cargo ves- 
sels in subsection (e) of this section. 

(2) Charters existing on June 30, 1950, with respect 
to passenger vessels may be continued until December 
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31, 1951, or until expiration thereof by the terms of their 
provisions. 


SALE OF WAR-BUILT VESSELS TO PERSONS NOT CITIZENS OF 
THE UNITED STATES 


Sec. 6.3 (a) Any person not a citizen of the United 
States may make application to the Commission to pur- 
chase a war-built vessel (other than a P-2 type or other 
passenger type and other than a Liberty type collier or 
tanker), under the jurisdiction and control of the Com- 
mission. If the Commission determines— 

(1) that the applicant has the financial resources, 
ability, and experience necessary to enable him to 
fulfill all obligations with respect to payment of any 
deferred portion of the purchase price, and that sale 
of the vessel to him would not be inconsistent with 
any policy of the United States in permitting for- 
eign sales under section 9 of the Shipping Act, 1916, 
as amended; and 

(2) after consultation with the Secretary of the 
Navy, that such vessel is not necessary to the defense 
of the United States; and 

(3) that such vessel is not necessary to the pro- 
motion and maintenance of an American merchant 
marine described in section 2; and 

(4) that for a reasonable period of time, which 
in the case of tankers and “C” type vessels shall not 
end before ninety days after publication of the ap- 
plicable prewar domestic cost in the Federal Regis- 
ter under subsection 3 (c) of this Act, such vessel 
has been available for sale at the statutory sales 
price to citizens of the United States, or for charter 
under section 5 to citizens of the United States, and 
that no responsible offer has been made by a citizen 
of the United States to purchase or charter such 
vessels ; 

then the Commission is authorized to approve the appli- 
cation and sell such vessel to the applicant at not less than 
the statutory sales price. In case of application sub- 


*See section 1 (b) of the Act of February 27, 1948 (Public Law 423, 
80th Cong. ; 62 Stat. 38), which reads as follows: 

“(b) Notwithstanding the provisions of subsection (a), no contract 
of sale under section 6 of the Merchant Ship Sales Act of 1946 shall be 
made after March 1, 1948; and nothing contained in this or any other 
Act shall be deemed to authorize the United States Maritime Commission 
to charter any war-built vessel (as defined in the Merchant Ship Sales 
Act of 1946) to any person who is not a citizen of the United States (as 
defined in the Merehant Ship Sales Act of 1946).” 

By Public Law 12, 8ist Congress (63 Stat. 9), the preceding para- 
graph (b) was amended by adding the following: “Provided, however, 

hat vessels may be chartered to the Republic of the Philippines, or 
citizens thereof, for use in the inter-island commerce of the Philippines 
in accordance with section 306 of the Philippine Rehabilitation Act of 
April 30, 1946 (60 Stat. 137; U. S. C. 1946 Ed., Title 50, Sec. 1786)”. 
See Public Law 25, 82d Cong. 

See also Public Laws 12, 147, and 591, 81st Cong. (63 Stat. 9, 349 and 
64 Stat. 308). 

By Public Law 114, 84th Cong. (69 Stat. 217) provision was made 
for the Seeretary of Commerce to sell certain vessels to citizens of the 
Republic of the Philippines. 
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mitted by a citizen of the Commonwealth of the Philip- 
nines, paragraph (4) of this subsection shall not apply. 
Yotwithstanding paragraph (4) of this subsection, not 
to exceed ten “C” type vessels, except C—3’s, a be sold 
to noncitizens at any time after such date of publication 
at not less than the statutory sales price. 

(b) Notwithstanding any other provision of law, no 
war-built vessel shall be sold to any person not a citizen 
of the United States, except in accordance with subsec- 
tion (a), or upon terms or conditions more favorable than 
those at which such war-built vessel is offered to a citizen 
of the United States, but where the vessel so sold is being 
transferred to foreign register and flag, the mortgage se- 
curing the unpaid balance of the purchase price and in- 
terest thereon shall contain provisions according to such 
mortgage the priorities over other liens and encum- 
brances accorded such mortgages on merchant vessels 
under the laws of such registry and flag. 


ORDER OF PREFERENCES 


Src. 7. (a) In exercising its powers under this Act 
and under other provisions of law with respect to the sale 
and charter of war-built vessels, the Commission shall 
give preference to citizen applicants over noncitizen ap- 
plicants, and as between citizen applicants to purchase 
and citizen applicants to charter, shall, so far as prac- 
ticable and consistent with the policies of this Act, give 
preference to citizen applicants to purchase. In deter- 
mining the order of preference between citizen applicants 
to purchase or between citizen applicants to charter, the 
Commission shall consider, among other relevant fac- 
tors, the extent to which losses and requisitions of the ap- 
plicant’s prewar tonnage have been overcome and shall 
in all cases, in the sale and charter of a war-built vessel, 
give preference in such sale or charter, as the case may 
be, to the former owner of such vessel, or to the person 
for whom the vessel was constructed but to whom deliv- 
ery thereof was prevented by the United States. In de- 
termining the order of preference between noncitizen ap- 
plicants to purchase, the Commission shall give prefer- 
ence to citizens of the Commonwealth of the Philippines, 
and in determining the order of preference between other 
noncitizen applicants to purchase shall consider the ex- 
tent to which losses in prewar tonnage of the various 
member nations of the United Nations, incurred in the 
interests of the war effort, have been overcome, and the 
relative effects of such losses upon the national economy 
of such member nations. 

(b) After the cessation of hostilities, operation of ves- 
sels in commercial service by the United States, either 
for its own account or through operating agents under 
agency agreements, shall, except as to the Panama Rail- 
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road Company ‘ and other services specifically authorized 
by law, be continued only to the extent necessary to effect 
orderly transfer of vessels to private operation. 


EXCHANGE OF VESSELS 


Src. 8. (a) The Commission is authorized to acquire, 
in exchange for an allowance of a credit on the purchase 
of any war-built vessel under section 4 or any vessel 
acquired through exchange under subsection (d) of this 
section— 

(1) Any vessel owned by a citizen of the United 
States, other than a vessel purchased under this 
Act; or 

(2) Any vessel owned by a foreign corporation, 
if— 

(A) the vessel was constructed in the United 
States, and has, after December 7, 1941, been 
chartered to, or otherwise taken for use by, the 
United States; and 
(B) the controlling interest in such corpo- 
‘ation is, at the time of acquisition of such vessel 
hereunder, owned by a citizen or citizens of the 
United States, and has been so owned for a pe- 
riod of at least three years immediately prior 
to such acquisition; and 
(C) such corporation agrees that the war- 
built vessel purchased with the use of such credit 
shall be owned by such citizen or citizens and 
shall be documented under the laws of the 
United States. 
Such allowance shall not. be applied upon the cash pay- 
ment required under section 4. A war-built vessel shall 
be deemed a “new vessel’’ for the purpose of section 511 
of the Merchant Marine Act, 1936, as amended, and sec- 
tion 510 (e) of such Act shall be applicable with respect 
to vessels exchanged under this section to the same extent 
as applicable to obsolete vessels exchanged under section 
510 of such Act. 

(b) (1) If, prior to December 31, 1946, the owner of a 
vessel eligible for exchange under subsection (a) makes 
a firm offer binding for at least ninety days, to transfer 
the vessel to the Commission in exchange for an allowance 
of credit provided in subsection (a), the amount of 
such allowance shall be the fair and reasonable value of 
the vessel as determined by the Commission under this 


* Section 2 of Public Law 814, 81st Cong. (64 Stat. 1038) reads in part 
as follows: 

“Sec. 2. (a) Except as otherwise provided in, or where inconsistent 
with, the provisions of this Act 

a7 * a * . 

“(2) the term ‘the Panama Railroad Company’, wherever appearing in 
the statutes of the United States and having reference, prospectively, to 
the corporation heretofore known by that name, is amended to read ‘the 
Panama Canal Company’.”’ 
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section. In making such determination the Commission 
shall consider: (A) The value of the vessel determined in 
accordance with the standards of valuation established 
pursuant to Executive Order 9387 (8 F. R. 14105) as of 
the date of such offer, (B) any liability of the United 
States for repair and restoration of the vessel, (C) the 
utility value of the vessel, (D) the effect of this Act upon 
the market value of such vessel, and (E) the public in- 
terest in promoting exchanges of vessels as a means of 
rehabilitating and modernizing the American merchant 
marine. In no event shall the amount of such allowance, 
in case of dry cargo vessels and tankers, exceed (A) (1) 
if the vessel or vessels tendered in exchange are of equal 
or greater dead-weight tonnage than the war-built vessel 
or vessels being acquired, 3314 per centum of the statu- 
tory sales price (unadjusted) of the war-built vessel or 
vessels, or (2) if the vessel or vessels tendered in exchange 
are of lesser dead-weight tonnage than the war-built ves- 
sel or vessels, such proportionate part of 3314 per centum 
of the statutory sales price (unadjusted) of such war- 
built vessel or vessels as the dead-weight tonnage of such 
vessel or vessels tendered in exchange bear to the dead- 
weight tonnage of such war-built vessel or vessels, or (B) 
the liability of the United States in connection with the 
repair or restoration of such vessel under any charter to 
which the United States is a party, whichever is higher. 
In the case of passenger vessels tendered in exchange, 
the amount of the allowance shall not exceed the percent- 
age of statutory sales price computed under (A) (1) and 
(2) above by gross tons instead of dead-weight tons, or 
such liability for the repair or restoration of such passen- 
ger vessel, whichever is the higher. In any case where 
the vessel tendered in exchange was acquired from the 
United States, the exchange allowance under this section 
shall not exceed the price paid the United States therefor 
plus the bigeessiated) cost of any improvements thereon. 
In the case of any vessel tendered in exchange which has 
been restored to condition by the United States for the 
purpose of redelivering such vessel to its owner in com- 
pliance with the charter of such vessel with the United 
States, or where, for such restoration a cash allowance 
has been made to the owner, there shall] be deducted from 
the amount of the allowance of credit for such vessel de- 
termined by the Commission under this section, an 
amount equal to the liability of the United States for 
snch restoration or such cash allowance made to the 
owner. 

(2) If, after such offer is made, and prior to its accept- 
ance, or prior to the acquisition of the vessel, by the Com- 
mission, the vessel is lost by reason of causes for which 
the United States is responsible, then in lieu of paying the 
owner any amount on account of such loss, the offer shall, 
for the purposes of subsection (a) and this subsection, 
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be considered as having been accepted and the vessel as 
having been acquired by the Commission under subsec- 
tion (a) immediately prior to such loss. 

(c) The Commission is also authorized to make avail- 
able any war-built vessel for transfer in complete or 
partial settlement of any claim against the United States 
(1) for just compensation upon requisition for title of any 
vessel, or (2) for indemnity for the loss of any vessel 
which was acquired for use by the United States, but only 
to the extent such vessel is available for sale to the 
claimant. 

(d) In the case of any vessel constructed in the United 
States after January 1, 1937, which has been taken by 
the United States for use in any manner, the Commis- 
sion, if in its opinion the transfer would aid in carrying 
out the policies of this Act, is authorized to transfer to 
the owner of such vessel another vessel which is deemed 
by the Commission to be of comparable type with adjust- 
ments for depreciation and difference in design or spread, 
and to the extent applicable, adjustments with respect to 
the retained vessel as provided for in section 9, and such 
other adjustments and terms and conditions, including 
transfer of mortgage obligations in favor of the United 
States binding upon the old vessel, as the Commission 
may prescribe. 


ADJUSTMENT FOR PRIOR SALES TO CITIZENS 


Sec. 9. (a) A citizen of the United States who on the 
date of the enactment of this Act— 

(1) owns a vessel which he purchased from the 
Commission prior to such date, and which was de- 
livered by its builder after December 31, 1940; or 

(2) is party to a contract with the Commission to 
purchase from the Commission a vessel, which has 
not yet been delivered to him; or 

(3) owns a vessel on account of which a construc- 
tion-differential subsidy was paid, or agreed to be 

aid, by the Commission under section 504 of the 
Merchant Marine Act, 1936, as amended, and which 
was delivered by its builder after December 31, 1940; 
or 

(4) is party to a contract with a shipbuilder for 
the construction for him of a vessel, which has not yet 
been delivered to him, and on account of which a con- 
struction-differential subsidy was agreed, prior to 
such date, to be paid by the Commission under section 
504 of the Merchant Marine Act, 1936, as amended; 

shall, except as hereinafter provided, be entitled to an 
adjustment in the price of such vessel under this section 
if he makes application therefor, in such form and 
manner as the Commission may prescribe, within sixty 
days after the date of publication of the applicable pre- 
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war domestic costs in the Federal Register under section 
3 (c) of this Act. No adjustment shall be made under 
this section in respect of any vessel the contract for the 
construction of which was made after September 2, 1945, 
under the provisions of title V (including section 504) or 
title VII of the Merchant Marine Act, 1936, as amended. 

(b) Such adjustment shall be made, as hereinafter 
provided, by treating the vessel as if it were being sold 
to the applicant on the date of the enactment of this Act, 
and not before that time. The amount of such adjust- 
ment shall be determined as follows: 

(1) The Commission shall credit the applicant 
with the excess of the cash payments made upon the 
original purchase price of the vessel over 25 per cen- 
tum of the statutory sales price of the vessel as of 
such date of enactment. If such payment was less 
than 25 per centum of the statutory sales price of the 
vessel, the applicant shall pay the difference to the 
Commission. 

(2) The applicant’s indebtedness under any mort- 
gage to the United States with respect to the vessel 
shall be adjusted. 

(3) The adjusted mortgage indebtedness shall be 
in an amount equal to the excess of the statutory 
sales price of the vessel as of the date of the enact- 
ment of this Act over the sum of the cash payment 
retained by the United States under paragraph (1) 
plus the readjusted trade-in allowance (determined 
under paragraph (7) with respect to any vessel ex- 
changed by the applicant on the original purchase. 
The adjusted mortgage indebtedness shall be payable 
in equal annual installments thereafter during the 
remaining life of such mortgage with interest on 
the portion of the statutory a price remaining 
unapid at the rate of 314 per centum per annum. 

(4) The Commission shall credit the applicant 
with the excess, if any, of the sum of the cash pay- 
ments made by the applicant upon the original pur- 
chase price of the vessel plus the readjusted ean 
allowance (determined under paragraph (7)) over 
the statutory sales price of the vessel as of the date 
of the enactment of this Act to the extent not cred- 
ited under paragraph (1). 

(5) The Commission shall also credit the appli- 
cant with an amount equal to interest at the rate of 
314 per centum per annum (for the period begin- 
ning with the date of the original delivery of the 
vessel to the applicant and ah with the date of 
the enactment of this Act) on the excess of the origi- 
nal purchase price of the vessel over the amount of 
any allowance allowed by the Commission on the 
exchange of any vessel on such purchase; the amount 
of such credit first being reduced by any interest on 











MERCHANT MARINE ACTS 


the original mortgage indebtedness accrued up to 
such date of enactment and unpaid. Interest so ac- 
crued and unpaid shall be canceled. 

(6) The applicant shall credit the Commission 
with all amounts paid by the United States to him 
as charter hire for use of the vessel (exclusive of 
service, if any, required under the terms of the char- 
ter) under any charter party made prior to the date 
of the enactment of this Act, and any charter hire 
for such use accrued up to such date of enactment 
and unpaid shall be canceled; and the Commission 
shall credit the applicant with the amount that 
would have been paid by the United States to the 
applicant as charter hire for bare-boat use of vessels 
exchanged by the applicant on the original purchase 
(for the period beginning with date on which the 
vessels so exchanged were delivered to the Commis- 
sion and ending with the date of the enactment of 
this Act). 

(7) The allowance made to the applicant on any 
vessel exchanged by him on the original purchase 
shall be readjusted so as to limit such allowance to 
the amount provided for under section 8. 

(8) There shall be subtracted from the sum of the 
credits in favor of the Commission under the fore- 
going provisions of this subsection the amount of any 
overpayments of Federal taxes by the applicant re- 
sulting from the application of subsection (c) (1), 
and there shall be subtracted from the sum of the 
credits in favor of the applicant under the foregoing 
provisions of this subsection the amount of any de- 
ficiencies in Federal taxes of the applicant resultin 
from the application of subsection (c) (1). If, 
after making such subtractions, the sum of the credits 
in favor of the applicant exceeds the sum of the 
credits in favor of the Commission, such excess shall 
be paid by the Commission to the applicant. If, 
after making such subtractions, the sum of the 
credits in favor of the Commission exceeds the sum 
of the credits in favor of the applicant, such excess 
shall be paid by the applicant to the Commission. 
Upon such payment by the Commission or the ap- 

licant, such overpayments shall be treated as hav- 
ing been refunded and such deficiencies as having 
been paid. 
For the purposes of this subsection, the purchase price of 
a vessel on account of which a construction-differential 
subsidy was paid or agreed to be paid under section 504 
of the Merchant Marine Act, 1936, as amended, shall be 
the net cost of the vessel to the owner. 

(c) An adjustment shall be made under this section 
only if the tee enters into an agreement with the 
Commission binding upon the citizen applicant and any 
affiliated interest to the effect that— 
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(1) depreciation and amortization allowed or al- 
lowable with respect to the vessel up to the date of 
the enactment of this Act for Federal tax purposes 
shall be treated as not having been allowable; 
amounts credited to the Commission under subsec- 
tion (b) (6) shall be treated for Federal tax pur- 
poses as not having been received or accrued as in- 
come; amounts credited to the applicant under sub- 
section (b) (5) and (6) shall be treated for Federal 
tax purposes as having been received and accrued as 
income in the taxable year in which falls the date of 
the enactment of this Act; 

(2) the liability of the United States for use (ex- 
clusive of service, if any, required under the terms 
of the charter) of the vessel on or after the date 
of the enactment of this Act under any charter party 
shall not exceed 15 per centum per annum of the 
statutory sales price of the vessel as of such date 
of enactment; and the liability of the United States 
under any such charter party for loss of the vessel 
shall be determined on the basis of the statutory 
sales price as of the date of the enactment of this Act, 
depreciated to the date of loss at the rate of 5 per 
centum per annum: Provided, That the provisions of 
this subsection (c) (2) shall not apply to any such 
charter party executed on or after the date of enact- 
ment of this amendatory proviso [August 6, se 
and the Secretary of Commerce is directed to modify 
any adjustment agreement to the extent necessary 
to conform to the provisions of this amendatory pro- 
viso; and 

(3) in the event the United States, prior to the 
termination of the existing national emergency de- 
clared by the President on May 27, 1941, uses such 
vessel pursuant to a taking, or pursuant to a bare- 
boat charter made, on or after the date of the enact- 
ment of this Act, the compensation to be paid to the 
purchaser, his receivers, and trustees, shall in no 
event be greater than 15 per centum per annum of 
the statutory sales price as of such date. 

(d) Section 506 of the Merchant Marine Act, 1936, as 
amended, shall not apply with respect to (1) any vessel 
which is eligible for an adjustment under this section, or 
(2) any vessel described in clause (1), (2), (3), or (4) 
of subsection (a) of this section, the contract for the 
construction of which is made after September 2, 1945, 
and prior to the date of enactment of this Act. 


LIMITATION ON ELIGIBILITY FOR BENEFITS OF ACT 


Sec. 10. No person shall be eligible to purchase or 
charter a war-built vessel under this Act, or to receive 
an adjustment under section 9, unless such person makes 
an agreement with the Commission binding upon such 
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erson and any affiliated interest to the effect that the 
liability of the United States under any charter party 
or taking for use, made or effected prior to the date of 
the enactment of this Act, for the loss, on or after such 
date of enactment and prior to September 3, 1947, of any 
vessel owned by such person and under charter to the 
United States léxchedting a vessel with respect to which 
an adjustment is made under section 9) shall be limited 
to an amount equal to just compensation as of the date 
of said loss, determined pursuant to existing law, or such 
amount as may be mutually agreed upon subsequent to 
the date of the enactment of this Act as just compensa- 
tion under the provisions of existing law. 


NATIONAL DEFENSE RESERVE FLEET 


Sec. 11.5 (a) The Commission shall place in a na- 
tional defense reserve (1) such vessels owned by it as, 
after consultation with the Secretary of War and the Sec- 
retary of the Navy, it deems should be retained for the 
national defense, and (2) all vessels owned by it on June 
30, 1950, for the sale of which a contract has not been 
made by that time, except those determined by the Com- 
mission to be.of insufficient value for commercial and na- 
tional defense purposes to warrant their maintenance 
and preservation, and except those vessels, the contracts 
for the construction of which are made after September 
2, 1945, under the provisions of the Merchant Marine 
Act, 1936, as amended. A vessel under charter on June 
30, 1950, shall not be placed in the reserve until the ter- 
mination of such charter. Unless otherwise provided 
for by law, all vessels placed in such reserve shall be pre- 
served and maintained by the Commission for the pur- 
pose of national defense. A vessel placed in such reserve 
shall in no case be used for any purpose whatsoever ex- 
cept that any such vessel may be used for account of any 
agency or department of the United States during any 
period in which vessels may be requisitioned under sec- 
tion 902 of the Merchant Marine Act, 1936, as amended, 
and that any such vessel may be used under a bareboat 
charter entered into pursuant to authority vested in the 
Secretary of Commerce on July 1, 1950, or granted to 
the Secretary of Commerce after such date. 

(b) Any war-built vessel may be made available by the 
Commission to any State maintaining a marine school or 
nautical branch in accordance with the Act of July 29, 


STitle III of the Defense Appropriation Act, 1951 (64 Stat. 736) 
contains the following proviso relating to the interdepartmental transfer 
of vessels under the jurisdiction of the Maritime Commission: “Pro- 
vided further, That vessels under the jurisdiction of the Maritime Com- 
mission, the Department of the Army, or the Department of the Navy may 
be transferred or otherwise made available without reimbursement to any 
of such agencies upon the request of the head of one agency and the 
approval of the agency having jurisdiction of the vessels concerned.” 

For the latest provision comparable to the proviso quoted above, 
dl a, a ‘vad the Department of Defense Appropriation Act, 1957 

Stat. 471). 
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1941 (Public Law 191, Seventy-seventh Congress; 55 
Stat. 607). 


GENERAL PROVISIONS 


Src. 12.6 (a) The Commission is authorized to recon- 
vert or restore for normal operation in commercial serv- 
ices and to convert for operation on the Great Lakes, 
including the Saint Lawrence River and Gulf, and their 
connecting waterways, including removal of national 
defense or war-service features, any vessel authorized to 
be sold or chartered under this Act. The Commission 
is authorized to make such replacements, alterations, or 
modifications with respect to any vessel authorized to be 
sold or chartered under this Act, and to install therein 
such special features, as may be necessary or advisable 
to make such vessel suitable for commercial operation 
on trade routes or services or comparable as to commer- 
cial utility to other such vessels of the same general type. 

(b) The provisions of section 202 of the War Mobiliza- 
tion and Reconversion Act of 1944 shall not apply to con- 
tracts of the Commission for or relating to construction 
of ships. 

(c) Notwithstanding the provisions of section 27 of the 
Merchant Marine Act, 1920, as amended (U.S. C., title 
46, sec. 883), no vessel sold or chartered by the Commis- 
sion under this Act to a citizen of the United States shall 
be prohibited from engaging in the coastwise trade of 
the United States while owned by or chartered to such 
citizen or citizen successors in interest merely because it 
was under foreign registry on or after May 27, 1941, and 

rior to its sale or charter under this Act, to such citizen, 
if it is otherwise entitled under the laws of the United 
States to engage in such trade. 

(d) All moneys received by the Commission under 
this Act shall be deposited in the Treasury to the credit 
of miscellaneous receipts. The provisions of sections 201 
(d), 204 (b), 207, 209 (a), and 905 (c) of the Merchant 
Marine Act, 1936, as amended, shall apply to all activi- 
ties and functions which the Commission is authorized 
to perform under this Act. 

( e) The Secretary of Commerce is authorized, without 
regard to the provisions of the last paragraph of section 
3 (d) of this Act, to make the allowances provided for by 
this subsection to purchasers of not more than ten vessels 
sold pursuant to this Act for exclusive use on the Great 
Lakes, including the Saint Lawrence River and Gulf and 
their connecting waterways. The allowances authorized 
by this subsection shall be allowances for (1) the fair and 
reasonable installed value, based on the domestic war cost, 


as computed by the Secretary, of such equipment on said 


® See the provision in the Supplemental Independent Offices Appropria- 
tion Act, 1949, approved June 30, 1948 (Public Law 862, 80th Cong. ; 62 
Stat. 1196), relating to deduction of amounts due the United States from 
amounts due from the United States to other persons. 
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vessels as is not required for their operation on the Great 
Lakes, and the cost of the removal thereof, (2) the fair 
and reasonable cost, as determined by competitive bids 
from shipyards, of converting, altering, modifying, and 
equipping such vessels for use as package freight, pas- 
senger, and combination freight and passenger vessels, in 
accordance with plans and specifications prepared by the 
purchasers thereof and approved by the Secretary : Pro- 
vided, however, That the total allowances on any vessel 
made by the Secretary pursuant to this subsection shall 
not exceed the amounts expended by the purchaser in 
altering, modifying, converting, and equipping such ves- 
sel, plus the allowances provided for in clause (1) of this 
subsection, and in no event shall such allowances exceed 
90 per centum of the unadjusted statutory sales price: 
Provided further, That the purchaser shal] be required 
to accept delivery of such vessel at the reserve fleet site 
or such other place as such vessel may be located at the 
time of purchase. 
REPORTS 


Sec. 18. The Commission shall on July 1, 1946, and 
every three months thereafter, make a report to Congress 
with respect to all activities or transactions under this Act 
which have not been covered by any previous such report. 


TERMINATION DATE 


Sec. 14.7 No contract of sale shall be made under this 
Act after January 15, 1951, and no contract of charter 
shall be made under this Act after June 30, 1950, except as 
provided for charter under subsections (e) and (f) bier: 
tion 5 hereof, as amended. 


Approved March 8, 1946. 





7The original termination date in section 14 applicable to contract of 
sale or of charter was December 31, 1947. That date was changed to 
March 1, 1948, by the Act of June 28, 1947 (Public Law 127, 80th Cong. ; 
61 Stat. 190), was changed to March 1, 1949, by the Act of February 27, 
1948 (Public Law 423, 80th Cong. ; 62 Stat. 38), was changed to June 3€, 
1949, by the Act of February 28, 1949 (Public Law 12, 81st Cong.; 63 
Stat. 9), and was changed to June 30, 1950, by the Act of June 29, 1949 
(Public Law 147, 81st Cong. ; 63 Stat. 319). By the Act of June 30, 1950 
(Public Law 591, 81st Cong.; 64 Stat. 308), different dates were pre- 
scribed for termination of authority to contract for sale and authority to 
contract for charter. 

See also sec. 3 of Public Law 856, 81st Cong., approved September 28, 
1950, which reads as follows: J 

“Sec. 3. Contracts for the sale of vessels for exclusive use on the Great 
Lakes, including the Saint Lawrence River and Gulf and their connecting 
waterways, may be made unti! December 81, 1950. Such contracts shall 
require that transfer to the Great Lakes of such vessels by the buyers shall 
be completed by December 31, 1951.” 
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MERCHANT, MARINE ACT, 1920 
[As amended through the 84th Congress] 


(41 Stat. 988, chapter 250, approved June 5, 1920) 


[Note.—See sections 201 and 202 of the Transportation Act of 
1940, 54 Stat. 898, 950] 


AN ACT 


To provide for the promotion and maintenance of the American 
merchant marine, to repeal certain emergency legislation, and 
provide for the disposition, regulation, and use of property ac- 
quired thereunder, and for other purposes. 


Be it enacted by the Senate and House of Representa- 
tives of the United States of America in Congress as- 
sembled, That it is necessary for the national defense and 
for the proper growth of its foreign and domestic com- 
merce that the United States shall have a merchant ma- 
rine of the best equipped and most suitable types of ves- 
sels sufficient to carry the greater portion of its com- 
merce and serve as a naval or military auxiliary in time 
of war or national emergency, ultimately to be owned and 
operated privately by citizens of the United States; * and 
it is hereby declared to be the policy of the United States 
to do whatever may be necessary to develop and en- 
courage the maintenance of such a merchant marine, and, 
in so far as may not be inconsistent with the express pro- 
visions of this Act, the United States Shipping Board 
shall, in the disposition of vessels and shipping property 
as hereinafter provided, in the making of rules and regu- 
lations, and in the administration of the shipping laws 
keep always in view this purpose and object as the pri- 
mary end to be obtained. 

Sec. 2. (a) That the following Acts and parts of Acts 
are hereby repealed, subject to the limitations and ex- 
ceptions hereinafter, in this Act, provided : 

(1) The emergency shipping fund provisions of the 
Act entitled “An Act making appropriations to supply 
urgent deficiencies in appropriations for the Military and 
Naval Establishments on account of war expenses for the 
fiscal year ending June 30, 1917, and for other purposes,” 
approved June 15, 1917, as amended by the Act entitled 
“An Act to amend the emergency shipping fund pro- 
visions of the Urgent Deficiency Appropriation Act, ap- 


proved June 15, 1917, so as to empower the President and 


1 This policy was confirmed and reaffirmed by the Merchant Marine Act, 
1928 (46 U.S. C. 861), p. 155, infra. 
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his designated agents to take over certain transportation 
systems for the transportation of shipyard and plant em- 
ployees, and for other purposes,” approved April 22, 1918, 
and as further amended by the Act entitled “An Act 
making appropriation to supply deficiencies in appropri- 
ations for the fiscal year ending June 30, 1919, and prior 
fiscal years, on account of war expenses, and for other 
purposes,” approved November 4, 1918: 

(2) Section 3 of such Act of April 22, 1918; 

(3) The paragraphs numbered 2 and 3 under the 
heading “Emergency shipping fund” in such Act of No- 
vember 4, 1918; and 

(4) The Act entitled “An Act to confer on the Presi- 
dent power to prescribe charter rates and freight rates 
and to requisition vessels, and for other purposes,” ap- 
proved July 18, 1918. 

(5) Sections 5, 7, and 8, Shipping Act, 1916. 

(b) The repeal of such Acts or parts of Acts is sub- 
ject to the following limitations : 

(1) All contracts or agreements lawfully entered into 
before the passage of this Act under any such Act or part 
of Act shall be assumed and carried out by the United 
States Shipping Board, hereinafter called “the board.” 

(2) All rights, interests, or remedies accruing or to 
accrue as a result of any such contract or agreement or of 
any action taken in pursuance of any such Act or parts of 
Acts shall be in all respects as valid, and may be exercised 
and enforced in like manner, subject to the provisions of 
subdivision (c) of this section, as if this Act had not been 
passed. 

(3) The repeal shall not have the effect of extinguish- 
ing any sonal incurred under such Acts or parts of 
Acts, but such Acts or parts of Acts shall remain in 
force for the purpose of sustaining a prosecution for en- 
forcement of the penalty therein provided for the viola- 
tion thereof. 

Subdivision (4) of subsection (b) of section 2 was re- 
pealed by section 903 (b) of the Merchant Marine Act, 
1936, page 76, supra. 

(c) As soon as practicable after the passage of this 
Act the board shall adjust, settle, and liquidate all mat- 
ters arising out of or incident to the exercise by or 
through the President of any of the powers or duties con- 
ferred or imposed upon the President by any such Act or 
parts of Acts; and for this purpose the board, instead of 
the President, shall have and exercise any of such powers 
and duties relating to the determination and payment of 
just compensation: Provided, That any person dissatis- 
fied with any decision of the board shall have the same 
right to sue the United States as he would have had if 
the decision had been made by the President of the United 
States under the Acts hereby repealed. 
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Section 3 was repealed by section 903 (b) of the Mer- 
chant Marine Act, 1936, page 76, supra. 

Src. 4. That all vessels and other property or interests 
of whatsoever kind, including vessels or property in 
course of construction or contracted for, acquired by the 

-resident through any agencies whatsoever in pursuance 

of authority conferred ‘by the Acts or parts of Acts 
repealed by section 2 of this Act, or in pursuance of the 
joint resolution entitled “Joint resolution authorizing 
the President to take over for the United States the pos- 
session and title of any vessel within its jurisdiction, 
which at the time of coming therein was owned in whole 
or in part by any corporation, citizen, or subject of any 
nation with which the United States may be at war, or 
was under register of any such nation, and for other 
purposes,” approved May 12, 1917, with the exception of 
vessels and property the use of which is in the opinion 
of the President required by any other branch of the 
Government service of the United States, are hereby 
transferred to the board: Provided, That all vessels in 
the military and naval service of the United States, 
including the vessels assigned to river and harbor work, 
inland waterways, or vessels for such needs in the course 
of construction or under contract by the War Depart- 
ment, shall be exempt from the provisions of this Act. 

Sec. 5. That in order to accomplish the declared pur- 
poses of this Act, and to carry out the policy declared in 
section 1 hereof, the board is authorized and directed to 
sell, as soon as practicable, consistent with good business 
methods and the objects and purposes to be attained by 
this Act, at public or private competitive sale after ap- 
praisement and due advertisement, to persons who are 
citizens of the United States except as provided in sec- 
tion 6 of this Act, all of the vessels referred to in section 
4 of this Act or otherwise acquired by the board. Such 
sale shall be made at such prices and on such terms and 
conditions as the board may prescribe, but the comple- 
tion of the payment of the purchase price and interest 
shall not be deferred more than fifteen years after the 
making of the contract of sale. The board in fixing 
or accepting the sale price of such vessels shall take into 
consideration the prevailing domestic and foreign mar- 
ket price of, the available supply of; and the demand for 
vessels, existing freight rates and prospects of their 
maintenance, the cost of constructing vessels of similar 
types under prevailing conditions, as well as the cost of 
the construction or purchase price of the vessels to be 
sold, and any other facts or conditions that would in- 
fluence a prudent, solvent business man in the sale of 
similar vessels or property which he is not forced to sell. 
All sales made under the authority of this Act shall be 
subject to the limitations and restrictions of section 9 
of the “Shipping Act, 1916”, as amended. 
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Src. 6. That the board is authorized and empowered to 
sell to aliens, at such prices and on such terms and 
conditions as it may determine, not inconsistent with 
the provisions of section 5 (except that completion of 
the payment of the purchase price and interest shall not 
be deferred more than ten years after the making of the 
contract of sale), such vessels as it shall, after careful 
investigation, deem unnecessary to the promotion and 
maintenance of an efficient American merchant marine; 
but no such sale shall be made unless the board, after 
diligent effort, has been unable to sell, in accordance 
with the terms and conditions of section 5, such vessels 
to persons citizens of the United States, and has, upon 
an affirmative vote of not less than five of its members, 
spread upon the minutes of the board, determined to 
make sich sale; and it shall make as part of its records 
a full statement of its reasons for making such sale. 
Deferred payments of purchase price of vessels under 
this section shall bear interest at the rate of not less 
than 514 per centum per annum, payable semiannually. 

Sec. 7. That the board is authorized and directed to 
investigate and determine as promptly as possible after 
the enactment of this Act and from time to time there- 
after what steamship lines should be established and put 
in operation from ports in the United States or any 
Territory, District, or possession thereof to such world 
and domestic markets as in its judgment are desirable 
for the promotion, development, expansion, and main- 
tenance of the foreign and coastwise trade of the United 
States and an adequate postal service, and to determine 
the type, size, speed, and other requirements of the 
vessels to be employed upon such lines and the frequency 
and regularity of their sailings, with a view to furnish- 
ing adequate, regular, certain, and permanent service. 
The board is authorized to sell, and if a satisfactory sale 
can not be made, to charter such of the vessels referred 
to in section 4 of this Act or otherwise acquired by the 
board, as will meet these requirements to responsible 
persons who are citizens of the United States who agree 
to establish and maintain such lines upon such terms of 
payment and other conditions as the board may deem 
just and necessary to secure and maintain the service 
desired ; and if any such steamship line is deemed desir- 
able and necessary, and if no such citizen can be secured 
to supply such service by the purchase or charter of 
vessels on terms satisfactory to the board, the board shall 
operate vessels on such line until the business is de- 
veloped so that such vessels may be sold on satisfactory 
terms and the service maintained, or unless it shail 
appear within a reasonable time that such line can not 
be made self-sustaining: Provided, That preference in 
the sale or assignment of vessels for operation on such 
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steamship lines shall be given to persons who are citi- 
zens of the United States who have the support, financial 
and otherwise, of the domestic communities primarily 
interested in such lines if the board is satisfied of the 
ability of such persons to maintain the service desired 
and proposed to be maintained, or to persons who are 
citizens of the United States who may then be main- 
taining a service from the port of the United States to 
or in the general direction of the world market port to 
which the board has determined that such service should 
be established: Provided further, That where steam- 
ship lines and regular service have been established and 
are being maintained by ships of the board at the time 
of the enactment of this Act, such lines and service shall 
be maintained by the board until, in the opinion of the 
board, the maintenance thereof is unbusinesslike and 
against the public interests: And provided further, 

at whenever the board shall determine, as provided 
in this Act, that trade conditions warrant the establish- 
ment of a service or additional service under Govern- 
ment administration where a service is already being 
given by persons, citizens of the United States, the rates 
and charges for such Government service shall not be 
less than the cost thereof, including a proper interest 
and depreciation charge on the me of Government 
vessels and equipment employed therein.* 

Sec. 8. That it shall be the duty of the board, in coop- 
eration with the Secretary of War, with the object of pro- 
moting, encouraging, and developing ports and trans- 
portation facilities in connection with water commerce 
over which it has jurisdiction, to investigate territorial] 
regions and zones tributary to such ports, taking into 
consideration the economies of transportation by rail, 
water, and highway and the natural direction of the flow 
of commerce; to investigate the causes of the congestion 
of commerce at ports and the remedies applicable there- 
to; to investigate the subject of water terminals, includ- 
ing the necessary docks, warehouses, apparatus, equip- 
ment, and appliances in connection therewith, with a view 
to devising and suggesting the types most appropriate 
for different locations and for the most expeditious and 
economical transfer or interchange of passengers or 
property between carriers by water and carriers by rail; 
to advise with communities regarding the appropriate 
location and plan of construction of wharves, piers, and 
water terminals; to investigate the practicability and 
advantages of harbor, river, and port improvements in 
connection with foreign and coastwise trade; and to in- 
vestigate any other matter that may tend to promote and 


2Section 704 of the Merchant Marine Act, 1928 (46 U. S. C. 891v 
aa infra, reaffirmed the policy and primary purpose declared in thts 
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encourage the use by vessels of ports adequate to care for 
the freight which would naturally pass through such 
ports: Provided, That if after such investigation the 
board shall be of the opinion that rates, charges, rules, or 
regulations of common carriers by rail subject to the 
jurisdiction of the Interstate Commerce Commission are 
detrimental to the declared object of this section, or that 
new rates, charges, rules, or regulations, new or addi- 
tional port terminal facilities, or affirmative action on the 
part of such common carriers by rail is necessary to pro- 
mote the objects of this section, the board may submit 
its findings to the Interstate Commerce Commission for 
such action as such commission may consider proper un- 
der existing law. 

Sec. 9. That if the terms and conditions of any sale of 
a vessel made under the provisions of this Act include 
deferred payments of the purchase price, the board shall 
require, as part of such terms and conditions, that the 
purchaser of the vessel shall keep the same insured (a) 
against loss or damage by fire, and against marine risks 
and disasters, and war and other risks if the board so 
specifies, with such insurance companies, associations, or 
underwriters, and under such forms of policies, and to 
such an amount, as the board may prescribe or approve; 
and (b) by protection and indemnity insurance with 
such insurance companies, associations, or underwriters 
and under such forms of policies and to such an amount 
as the board may piesaetbe or approve. The insurance 
required to be carried under this section shall be made 
payable to the board and/or to the parties as interest 
may appear. The board is suteeriaed to enter into any 
agreement that it deems wise in respect to the payment 
and/or the guarantee of premiums of insurance. 

Sec. 10. That the board may create out of insurance 
premiums, and revenue from operations and sales, and 
maintain and administer separate insurance funds which 
it may use to insure in whole or in part against all haz- 
ards gts covered by insurance policies in such 
cases, any legal or equitable interest of the United States 
(1) in any vessel constructed or in process of construc- 
tion; and (2) in any plants or property in the possession 
or under the authority of the board. The United States 
shall be held to have such an interest in any vessel to- 

yard the construction, reconditioning, remodeling, im- 
proving, or equipping of which a loan has been made 
under the authority of this Act, in any vessel upon 
which it holds a mortgage or lien of any character, or 
in any vessel which is obligated by contract with the 
owner to perform any service in behalf of the United 
States, to the extent of the Government’s interest 
therein. 

Section 11 was repealed by section 903 (b) of the Mer- 
chant Marine Act, 1936, page 76, supra. 
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Sec. 12. That all vessels may be reconditioned and 
kept in suitable repair and until sold shall be managed 
and operated by the board or chartered or leased by it 
on such terms and conditions as the board shall deem 
wise for the promotion and maintenance of an efficient 
merchant marine, pursuant to the policy and purposes 
declared in sections 1 and 5 of this Act; and the United 
States Shipping Board Emergency Fleet. Corporation 
shall continue in existence and have authority to operate 
vessels, unless otherwise directed by law, until all ves- 
sels are sold in accordance with the provisions of this 
Act, the provision in section 11 of the “Shipping Act, 
1916,” to the contrary notwithstanding. 

The term “reconditioned” as used in this section in- 
cludes the substitution of the most modern, most efficient, 
and most economical types of internal-combustion en- 
gines as the main seein power of vessels. Should 
the board have any such engines built in the United 
States and installed, in private shipyards or navy yards 
of the United States, in one or more merchant vessels 
owned by the United States, and the cost of the board 
of such installaion exceeds the amount of funds other- 
wise available to it for that use, the board may transfer 
to its funds from which expenditures under this section 
may be paid, from its construction loan fund authorized 
by section 11 of the Merchant Marine Act, 1920, so much 
as in its judgment may be necessary to meet obligations 
under contracts for such installation; and the Treasurer 
of the United States shall, at the request of the board, 
make the transfer accordingly: Provided, That the total 
amount hereafter expended by the board for this pur- 
pose shall not in the aggregate exceed $25,000,000. Any 
such vessel hereafter so equipped by the board under the 
provisions of this section shall not be sold for a period of 
five years from the date the installation thereof is 
completed, unless it is sold for a price not less than the 
cost of the installation thereof aa of any other work of 
reconditioning done at the same time plus an amount 
not less than $10 for each dead-weight ton of the vessel 
as computed before such reconditioning thereof is com- 
menced. The date of the completion of such installation 
and the amount of the dead-weight tonnage of the vessel 
shall be fixed by the board: Provided further, That in 
fixing the minimum price at which the vessel may thus 
be sold the board may deduct from the aggregate amount 
above prescribed 5 per centum thereof per annum from 
the date of the installation to the date of sale as depre- 
ciation: And provided further, That no part of such 
fund shall be expended upon the reconditioning of any 
vessel unless the board shall have first made a binding 
contract for a satisfactory sale of such vessel in accord- 
ance with the provisions of this Act, or for the charter 
or lease of such vessels for a period of not less than five 
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years by a capable, solvent operator; or unless the board 
is prepared and intends to directly put such vessel in 
operation immediately upon completion. Such vessel, 
in any of the enumerated instances, shall be documented 
under the laws of the United States and shall remain 
documented under such laws for a period of not less 
than five years from the date of the completion of the 
installation, and during such period it shall be operated 
only on voyages which are not exclusively coastwise. 

Sec. 13. That the board is further authorized to sell 
all property other than vessels transferred to it under 
section 4 upon such terms and conditions as the board 
may determine and prescribe. 

Section 14 was repealed by section 903 (b) of the Mer- 
chant Marine Act, 1936, page 76, supra. 

Src. 15. That the board shall not require payment 
from the War Department for the charter hire of ves- 
sels owned by the United States Government furnished 
by the board from July 1, 1918, to June 30, 1919, inclu- 
sive, for the use of such department. 

Sec. 16. That all authorization to purchase, build, 
requisition, lease, exchange, or otherwise acquire houses, 
buildings, or land under the Act entitled “An Act to 
authorize and empower the United States Shipping 
Board Emergency Fleet Corporation to purchase, lease, 
requisition, or otherwise acquire, and to sell or other- 
wise dispose of improved or unimproved lands, houses, 
buildings, and for other purposes,” approved March 1, 
1918, is hereby terminated : Provided, Neadadr, That ex- 
penciinrye may be made under said Act for the repair of 
10uses and buildings already constructed, and the com- 

letion of such houses or buildings as have heretofore 
een contracted for or are under construction, if con- 
sidered advisable, and the board is authorized and di- 
rected to dispose of all such properties or the interests 
of the United States in all such properties at as early a 
date as practicable, consistent with good business and the 
best interests of the United States. 

Sec. 17. That the board is authorized and directed to 
take over on January 1, 1921, the possession and control 
of, and to maintain and develop, all docks, piers, ware- 
houses, wharves and terminal equipment and facilities, 
including all leasehold easements, rights of way, riparian 
rights and other rights, estates Buide interests therein or 
appurtenant thereto, acquired by the President by or 
under the Act entitled “An Act making appropriations 
to supply urgent deficiencies in appropriations for the 
fiscal year ending June 30, 1918, and prior fiscal years 
on account of war expenses, and for other purposes,” 
approved March 28, 1918. 

he possession and control of such other docks, piers, 
warehouses, wharves and terminal equipment and facili- 
ties or parts thereof, including all leasehold easements, 
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rights of way, riparian rights and other rights, estates or 

interests therein or appurtenant thereto which were ac- 
juired by the War Department or the re Department 
or military or wer purposes during the war emer- 

gency may be transferred by the President to the board 

whenever the President deems such transfer to be for the 

best interests of the United States. 

The President may at any time he deems it necessary, 
by order setting out the need therefor and fixing the 
period of such need, permit or transfer the possession 
and control of any part of the property taken over by 
or transferred to the board under this section to the War 
Department or the Navy Department for their needs, 
nn when in the opinion of the President such need 
therefore ceases the possession and control of such prop- 
erty shall revert to the board. None of such property 
spall be sold except as may be hereafter provided by 
aw. 

Section 18 was supplanted by section 42, Public No. 
705 (H. R. 10315), 75th Cong., 3d sess., approved June 
23, 1938. (See: Shipping Act, 1916, sec. 9, page 141, 
infra. 

Say 19. (1) The board is authorized and directed in 
aid of the accomplishment of the purposes of this Act: 

(a) To make all necessary rules and regulations to 
carry out the provisions of this Act; 

(b) To make rules and regulations affecting shipping 
in the foreign trade not in conflict with law in order to 
adjust or meet general or special conditions unfavorable 
to shipping in the foreign trade, whether in any partic- 
ular trade or upon any particular route or in commerce 
peneray and which arise out of or result from foreign 
aws, rules, or regulations or from competitive methods 
or practices si oyed by owners, operators, agents, or 
masters of vessels of a foreign country; and 

(c) To request the ad of any department, board, 
bureau, or agency of the Government to suspend, mod- 
ify or annul rules or regulations which have been estab- 
lished by such department, board, bureau, or agency, or 
to make new rules or regulations affecting shipping in 
the foreign trade other than such rules or regulations 
relating to the Public Health Service, the Consular 
Service, and the Steamboat-Inspection Service. 

(2) No rule or regulation shall hereafter be estab- 
lished by any department, board, bureau, or agency of 
the Government which affect shipping in the foreign 
trade, except rules or regulations affecting the Public 
Health Service, the Consular Service, and the Steam- 


boat-Inspection Service, until such rule or regulation has 

been submitted to the board for its approval and final 

action has been taken thereon by the board or the Presi- 
ent. 
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(3) Whenever the head of any department, board, 
bureau, or agency of the Government refuses to suspend, 
modify, or annul any rule or regulation, or make a new 
rule or regulation upon request of the board, as provided 
in subdivision (c) of paragraph (1) of this section, or 
objects to the decision of the board in respect to the 
approval of any rule or regulation, as provided in para- 
graph (2) of this section, either the board or the head 
of the department, board, bureau, or agency which has 
established or is attempting to establish the rule or reg- 
ulation in question may submit the facts to the President, 
who is hereby authorized to establish or suspend, modify, 
or annul ath rule or regulation. 

(4) No rule or regulation shall be established which 
in any manner gives vessels owned by the United States 
any preference or favor over those vessels documented 
under the laws of the United States and owned by per- 
sons who are citizens of the United States. 

Sec. 20. (1) That section 14 of the Shipping Act, 1916, 
as amended, is amended to read as follows: (See: Ship- 
ping Act, 1916, sec. 14, page 143, infra.) 

(2) The Shipping Act, 1916, as amended, is amended 
by inserting after section 14 a new section to read as 
follows: (See: Shipping Act, 1916, sec. 14a, page 143, 
infra.) 

Sec. 21. That from and after February 1, 1922, the 
coastwise laws of the United States shall extend to the 
island Territories and possessions of the United States 
not now covered thereby, and the board is directed prior 
to the expiration of such year * to have established ade- 

uate steamship service at reasonable rates to accommo- 
date the commerce and the passenger travel of said 
islands and to maintain and operate such service until 
it can be taken over and operated and maintained upon 
satisfactory terms by private capital and enterprise: 
Provided, That if adequate shipping service is not estab- 
lished by February 1, 1922, the President shall extend the 
riod herein allowed for the establishment of such serv- 
ice in the case of any island Territory or possession for 
such time as may be necessary for the establishment of 
adequate shipping facilities therefor: Provided further, 
That, until Conpried shall have authorized the registry 
as vessels of the United States of vessels owned in the 
Philippine Islands, the Government of the Philippine 
Islands is hereby authorized to adopt, from time to time, 
and enforce regulations governing the transportation of 
merchandise and passengers between ports or places in 


*The word “year” should be ‘‘time’’ or “period.” The first line orig- 
inally read “That from and after one year from the enactment of this 
act,” ete. y an oversight when the period was extended to Feb. 1, 
ae, Congress failed to use appropriate language to correspond with 
ed. i, ° 
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the Philippine Archipelago: And provided further, 
That the foregoing provisions of this section shall not 
take effect with reference to the Philippine Islands until 
the President of the United States after a full investiga- 
tion of the local needs and conditions shall, by proclama- 
tion, declare that an adequate shipping service has been 
established as herein provided and fix a date for the 
going into effect of the same: And further provided, 
That the coastwise laws of the United States shall not 
extend to the Virgin Islands of the United States until 
the President of the United States shall, by proclama- 
tion, declare that such coastwise laws shall extend to the 
Virgin Islands and fix a date for the going into effect of 
same. 

Sec. 22. That the Act entitled “An Act giving the 
United States Shipping Board power to suspend present 
provisions of law and permit vessels of foreign registry 
under the Act of August 18, 1914, to engage in the coast- 
wise trade during the present war and for a period of one 
hundred and twenty days thereafter, except the coast- 
wise trade with Alaska,” approved October 6, 1917, is 
hereby repealed : Provided, That all foreign-built vessels 
admitted to American registry, owned on February 1, 
1920, by persons citizens of the United States, and all 
foreign-built vessels owned by the United States at the 
time of the enactment of this Act, when sold and owned 
by persons citizens of the United States, may engage in 
the coastwise trade so long as they continue in such own- 
ership, subject to the rules and regulations of such trade: 
Provided, 'That the board is authorized to issue permits 
for the carrying of passengers in foreign ships if it deems 
it necessary to do so, operating between the Territory of 
Hawaii and the Pacific Coast up to February 1, 1922. 

Sec. 23. That the owner of a vessel documented under 
the laws of the United States and operated in foreign 
trade shall, for each of the ten taxable years while so 
operated, beginning with the first taxable year ending 
after the enactment of this Act, be allowed as a deduc- 
tion for the purpose of ascertaining his net income sub- 
ject to the war-profits and excess-profits taxes imposed by 
Title III of the Revenue Act of 1918 an amount equiva- 
lent to the net earnings of such vessel during such taxable 
year, determined in accordance with rules and regula- 
tions to be made by the board: Provided, That such 
owner shall not be entitled to such deduction unless dur- 
ing such taxable year he invested, or set aside under rules 
and regulations to be made by the board in a trust fund 
for investment in the building in shipyards in the United 
States of new vessels of a type and kind approved by the 
board, an amount, to be determined by the Secretary of 
the Treasury and certified by him to the board, equivalent 
to the war-profits and excess-profits taxes that would 
have been payable by such owner on account of the net 
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earnings of such vessels but for the deduction allowed 
under the provisions of this section: Provided further, 
That at least two-thirds of the cost of any vessel con- 
structed under this paragraph shall be paid for out of 
the ordinary funds or capital of the person having such 
vessel constructed. 

During the period of ten years from June 5, 1920, any 
person, a citizen of the United States, who may sell a 
vessel documented under the laws of the United States 
and built prior to January 1, 1914, shall be exempt from 
all income taxes that would be payable upon any of the 
proceeds of such sale under the Revenue Act of 1918, or 
under any subsequent Revenue Act in force during such 
ten-year period, if the entire proceeds thereof shall be 
invested in the building of new ships in American ship- 
yards, such ships to be documented under the laws of the 
United States and to be of a type approved by the Board. 
The basis of any such new ship shall be reduced by the 
amount of the gain from such sale exempt from taxation 
under this paragraph. 

Sec. 24. That all mails of the United States shipped 
or carried on vessels shall if practicable, be shipped or 
carried on American-built vessels documented under the 
laws of the United States. No contract hereafter made 
with the Postmaster General for carrying mails on vessels 
so built and documented shall be assigned or sublet, 
and no mails covered by such contract shall be carried 
on any vessel not so built and documented. No money 
shall be paid out of the Treasury of the United States 
on or in relation to any such contract for carrying mails 
on vessels so built and documented when such contract 
has been assigned or sublet or when mails covered by 
such contract are in violation of the terms thereof 
carried on any vessel not so built and documented. This 
section shall not be applicable in the case of contracts 
made under Title IV of the Merchant Marine Act, 1928. 

Sec. 25. That for the classification of vessels owned 
by the United States, and for such other purposes in 
connection therewith as are the proper functions of a 
classification bureau, all departments, boards, bureaus, 
and commissions of the Government are hereby directed 
to recognize the American Bureau of Shipping as their 
agency so long as the American Bureau of Shipping con- 
tinues to be maintained as an organization which has no 
capital stock and pays no dividends: Provided, That the 
Secretary of Commerce and the chairman of the board 
shall each appoint one representative who shall represent 
the Government upon the executive committee of the 
American Bureau of Shipping, and the bureau shall 
agree that these representatives shall be accepted by 
them as active members of such committee. Such rep- 
resentatives of the Government shall serve without any 
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compensation, except necessary traveling expenses: Pro- 
vided hee wa That the official list of merchant vessels 
published by the Government shall hereafter contain a 
notation clearly indicating all vessels classed by the 
American Bureau of Shipping. 

Sec. 26. That cargo vessels documented under the laws 
of the United States may carry not to exceed sixteen per- 
sons in addition to the crew between any ports, or places 
in the United States or its Districts, Territories, or pos- 
sessions, or between any such port or place and any for- 
eign port, or from any foreign port to another foreign 
port, and such vessels shall not be held to be “passenger 
vessels” or “vessels carrying passengers” within the 
meaning of the inspection laws and the rules and regu- 
lations thereunder: Provided, that nothing herein shall 
be taken to exempt such vessels from the laws, rules, and 
regulations respecting life-saving equipment: Provided 
further, That when any such vessel carries persons other 
than the crew as herein provided for, the owner, agent 
or master of the vessel shall first notify such persons of 
the presence on board of any dangerous articles, as de- 
fined by law, or of any other condition or circumstance 
which would constitute a risk of safety for passenger or 
crew. 

The privilege bestowed by this section on vessels of the 
United States shall be extended in so far as the foreign 
trade is concerned to the cargo vessels of any nation 
which allows the like privilege to cargo vessels of the 
United States in trades not restricted to vessels under 
its own flag. 

Failure on the part of the owner, agent, or master of 
the vessel to give such notice shall subject the vessel to 
penalty of $500, which may be mitigated or remitted by 
the Secretary of Commerce upon a proper representation 
of the facts. 

Sec. 27. That no merchandise shall be transported by 
water, or by land and water, on penalty of forfeiture 
thereof, between points in the United States, including 
Districts, Territories, and possessions thereof embraced 
within the coastwise laws, either directly or via a foreign 
port, or for any part of the transportation, in any other 
vessel than a vessel built in and documented under the 
laws of the United States and owned by persons who are 
citizens of the United States, or vessels to which the 
ne of engaging in the coastwise trade is extended 

y sections 18 or 22 of this Act: Provided, That no ves- 
sel having at any time acquired the lawful right to en- 
gage in the coastwise trade, either by virtue of having 
been built in, or documented under the laws of the United 
States, and later sold foreign in whole or in part, or 
placed under foreign registry, shall hereafter acquire the 
right to engage in the coastwise trade: Provided further, 
That no vessel of more than five hundred gross tons which 
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has acquired the lawful right to engage in the coastwise 
trade, either by virtue of Tasing been built in or docu- 
mented under the laws of the United States, and which 
has later been rebuilt outside the United States, its Terri- 
tories (not including trust territories), or its possessions 
shall have the right thereafter to engage in the coastwise 
trade:* Provided further, That this section shall not 
apply to merchandise transported between points within 
the continental United States, excluding Alaska, over 
through routes heretofore or hereafter recognized by the 
Interstate Commerce Commission for which routes rate 
tariffs have been or shall hereafter be filed with said Com- 
mission when such routes are in part over Canadian rail 
lines and their own or other connecting water facilities: 
Provided further, That this section shall not become effec- 
tive upon the Yukon River until the Alaska Railroad 
shall be completed and the Shipping Board shall find that 
proper facilities will be furnished for transportation by 

ersons citizens of the United States for properly han- 
‘dling the traffic: Provided further, That this section shall 
not apply to the transportation of merchandise loaded on 
railroad cars or to motor vehicles with or without trailers, 
and with their passengers or contents when accompanied 
by the operator thereof, when such railroad cars or motor 
vehicles are transported in any railroad car ferry oper- 
ated between fixed temini on the Great Lakes as a part 
of a rail route, if such car ferry is owned by a common 
carrier by water and operated as part of a rail route with 
the approval of the Interstate Commerce Commission, 
and if the stock of such common carrier by water, or its 
predecessor, was owned or controlled by a common car- 
rier by rail prior to June 5, 1920, and if the stock of 
the common carrier owning such car ferry is, with the 
approval of the Interstate Commerce Commission, now 
owned or controlled by any common carrier by rail and 
if such car ferry is built in and documented under the 
laws of the United States. 


*This proviso was added by the first section of Public Law 714, 84th 
Cong., approved July 14, 1956 (70 Stat. 544), infra, p. 200. 

The remaining sections of such Public Law 714 read as follows: 

“Sec. 2. If any vessel of more than five hundred gross tons docu- 
mented under the laws of the United States, or last documented under 
such laws, is rebuilt outside the United States, its Territories (not 
including trust territories), or its possessions, a report of the circum- 
stances of such rebuilding shall be made to the Secretary of the Treasury 
upon the first arrival of the vessel thereafter at a port within the customs 
territory of the United States in accordance with such regulations as the 
Secretary mer prescribe. If the required report is not made, the vessel, 
together with its tackle, apparel, equipment, and furniture, shall be 
forfeited, and the master and owner shall each be liable to a penalty of 
$200. Any penalty or forfeiture incurred under this Act may be remitted 
or mitigated by the Secretary under the provisions of section 5294 of the 
Revised Statutes of the United States, as amended (U. 8S. C., 1952 edition, 
title 46, sec. 7). 

“Sec. 8. The Secretary of the Treasury shall prescribe such regulations 
as may be necessary to carry out the purposes of this Act. 

“Sec. 4. This Act shall be effective from the date of enactment hereof : 
Provided, however, That no vessel shall be deemed to have lost its 
coastwise privileges hereunder if it is rebuilt under a contract entered 
into before such date of enactment and if the work of rebuilding is 
commenced not later than six months after such date of enactment.” 


125 


P. L. 714, 
84th Cong., 
p. 200, infra. 
70 Stat. 544. 


Exception. 


Date for taking 
effect on Yukon 
River. 


Exception. 


Great Lakes 
railroad car 
ferries. 








126 


46 U.S. C. 884. 
41 Stat. 999. 


Through prefer- 


ential rates to 
be allowed only 
when property 
or passengers 
carried in 
American 
vessels. 


Interstate 
Commerce 
Commission 
may suspend 
provision if 
shipping facili- 


ties inadequate. 


46 U.S. C. 885. 
41 Stat. 1000. 
Definitions: 
“Association.” 


“Marine 
insurance 
companies.” 


Marine 
insurance 
associations 
exempt from 
antitrust laws. 


MERCHANT MARINE ACTS 

Sec. 28. That no common carrier shall charge, collect, 
or receive, for transportation subject to the Interstate 
Commerce Act of persons or property, under any joint 
rate, fare, or charge, or under any export, import or 
other proportional rate, fare, or charge, which is based 
whole or in part on the fact that the persons or property 
affected thereby is to be transported to, or has been 
transported from any port in a possession or dependency 
of the United States, or in a foreign country, by a carrier 
by water in foreign commerce, any lower rate, fare, or 
charge than that charged, collected, or received by it for 
the transportation of persons, or of a like kind of prop- 
erty, for the same distance, in the same direction, and 
over the same route, in connection with commerce wholly 
within the United States, unless the vessel so transport- 
ing such persons or property is, or unless it was at the 
time of such transportation by water, documented under 
the laws of the United States. Whenever the board is of 
the opinion, however, that adequate shipping facilities 
to or from any port in a possession or dependency of the 
United States or a foreign country are not afforded by 
vessels so documented, it shall certify this fact to the 
Interstate Commerce Commission, and the commission 
may, by order suspend the operation of the provisions 
of this section with respect to the rates, fares, and 
charges for the transportation by rail of persons and 
property transported from, or to be transported to, such 
ports, for such length of time and under such terms and 
conditions as it may prescribe in such order, or in any 
order supplemental thereto. Such suspension of opera- 
tion of the provisions of this section may be terminated 
by order of the commission whenever the board is of 
the opinion that adequate shipping facilities by such 
vessels to such ports are afforded and shall so certify 
to the commission. 

Src. 29. (a) That whenever used in this section— 

(1) The term “association” means any association, 
exchange, pool, combination, or other arrangement for 
concerted action; and 

(2) The term “marine insurance companies” means 
any persons, companies, or associations authorized to 
write marine insurance or reinsurance under the laws 
of the United States or of a State, Territory, District, 
or possession thereof. 

(b) Nothing contained in the “antitrust laws” as 
designated in section 1 of the Act entitled “An Act to 
supplement existing laws against unlawful restraints 
and monopolies, and for other purposes,” approved 
October 15, 1914, shall be cman as declaring illegal 
an association entered into by marine insurance com- 
panies for the following purposes: To transact a marine 
insurance and reinsurance business in the United States 
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and in foreign countries and to reinsure or otherwise 
apportion among its membership the risks undertaken 


by such association or any of the component members. 
(SHIP MORTGAGE ACT, 1920) 


Src. 30. Subsection A. That this section may be cited 
as the “Ship Mortgage Act, 1920.” 


DEFINITIONS 


Subsection B. When used in this section— 

(1) The term “document” includes registry and en- 
rollment and license; 

(2) The term “documented” means registered or en- 
rolled or licensed under the laws of the United States, 
whether permanently or temporarily ; 

(3) The term “port of documentation” means the 
port at which the vessel is documented in accordance 
with law: 

(4) The term “vessel of the United States” means 
any vessel documented under the laws of the United 
States and such vessel shall be held to continue to be so 
documented until its documents are surrendered with 
the approval of the board; and 

(5) The term “mortgagee” in the case of a mortgage 
involving a trust deed and a bond issue thereunder 
means the trustee designated in such deed. 


RECORDING OF SALES, CONVEYANCES, AND MORTGAGES OF 
VESSELS OF THE UNITED STATES 


Subsection C. (a) No sale, conveyance, or mortgage 
which, at the time such sale conveyance, or mortgage is 
made, includes a vessel of the United States, or any por- 
tion thereof, as the whole or any part of the property sold, 
conveyed, or mortgaged shall be valid, in respect to such 
vessel, against any person other than the grantor or 
mortgagor, his heir or devisee, and a person having actual 
notice thereof, until such bill of sale, conveyance, or 
mortgage is recorded in the office of the collector of cus- 
toms of the port of documentation of such vessel, as pro- 
vided in subdivision (b) of this subsection. 

(b) Such collector of customs shall record bills of sale, 
conveyances, and mortgages, delivered to him, in the 
order of their reception, in books to be kept for that pur- 
pose and indexed to show— 

(1) The name of the vessel ; 

(2) The names of the parties to the sale, conveyance, 
or mortgage; 

(3) The time and date of reception of the instrument; 

(4) The interest in the vessel so sold, conveyed, or; 
mortgaged ; and 
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5) The amount and date of maturity of the mortgage. 

ubsection D. (a) A valid mortgage which at the 
time it is made, includes the whole of any vessel of the 
United States (other than a towboat, barge, scow, lighter, 
car float, canal boat, or tank vessel, of less than two hun- 
dred gross tons), shall, in addition, have in respect to 
such vessel and as of the date of the compliance with all 
the provisions of this subdivision, the preferred status 
given by the provisions of subsection M, if— 

(1) The mortgage is endorsed upon the vessel’s docu- 
ments in accordance with the provisions of this section ; 

(2) The mortgage is recorded as provided in subsec- 
tion C, together with the time and date when the mort- 
gage is so endorsed ; 

8) An affidavit is filed with the record of such mort- 
gage to the effect that the mortgage is made in good faith 
and without any design to hinder, delay, or defraud any 
existing or future creditor of the mortgagor or any lienor 
of the mortgaged vessel ; 

(4) The mortgage does not stipulate that the mort- 
gagee waives the preferred status thereof; and 

(5) The mortgagee is a citizen of the United States 
and for the purposes of this act the Reconstruction Fi- 
nance Corporation shall, in addition to those designated 
in sections 37 and 38 of this Act, be deemed a citizen of 
the United States. 

(b) Any mortgage which complies in respect to any 
vessel with the conditions enumerated in this subsection 
is hereafter in this section called a “preferred mortgage” 
as to such vessel, 

(c) There shall be indorsed upon the documents of a 
vessel covered by a preferred mortgage— 

( 33 The names of the mortgagor and mortgagee; 

(2) The time and date the indorsement is made; 

(3) The amount and date of maturity of the mort- 
gage; and 

4) Any amount required to be indorsed by the pro- 
visions of subdivision (e) or (f) of this subsection. 

(d) Such indorsement shall be made (1) by the col- 
lector of customs of the port of documentation of the 
mortgaged vessel, or (2) by the collector of customs of 
any port in which the vessel is found, if such collector is 
directed to make the indorsement by the collector of cus- 
toms of the port of documentation ; and no clearance shall 
be issued to the vessel until such indorsement is made. 
The collector of customs of the port of documentation 
shall give such direction by wire or letter at the request of 
the mortgagee and upon the tender of the cost of com- 
munication of such direction. Whenever any new docu- 
ment is issued for the vessel, such indorsement shall be 
transferred to and indorsed upon the new document by 
the collector of customs. 
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e) A mort which includes property other than a 
oe shall ot be held a cpeherted' ccaaiiieas unless the 
mortgage provides for the separate discharge of such 
property by the eee of a specified portion of the 
mortgage indebtedness. If a preferred mortgage so pro- 
vides for the separate discharge, the amount of the por- 
tion of such payment shall be indorsed upon the docu- 
ments of the vessel. 

(f) If a preferred mortgage includes more than one 
vessel and provides for the separate discharge of each 
vessel by the payment of a portion of the mortgage in- 
debtedness, the amount of such portion of such payment 
shall be indorsed upon the documents of the vessel. In 
case such mortgage does not provide for the separate 
discharge of a vessel and the vessel is to be sold upon the 
order of a district court of the United States in a suit in 
rem in admiralty, the court shall determine the portion 
of the mortgage indebtedness increased - 20 per centum 
(1) which, in the opinion of the court, the approximate 
value of the vessel bears to the approximate value of all 
the vessels covered by the mortgage, and (2) upon the 
payment of which the vessel shall be discharged from 
the mortgage. 

Subsection E. The collector of customs upon the re- 
cording of a preferred mortgage shall deliver two certi- 
fied copies thereof to the mortgagor who shall place, and 
use due diligence to retain, one copy on board the mort- 
gaged vessel and cause such copy and the documents of 
the vessel to be exhibited by the master to any person 
having business with the vessel, which may give rise to a 
maritime lien upon the vessel or to the sale, conveyance, 
or mortgage thereof. The master of the vessel shall, 
upon the request of any such person, exhibit to him the 
documents of the vessel and the copy of any preferred 
mortgage of the vessel placed on board thereof. 

Subsection F. The mortgagor (1) shall, upon request 
of the mortgagee, disclose in writing to him prior to the 


execution of any preferred mortgage, the existence of } 


any maritime lien, prior mortgage, or other obligation 
or liability upon the vessel to be mortgaged, that is 
known to the mortgagor, and (2), without the consent 
of the mortgagee, shall not incur, after the execution of 
such mortgage and before the mortgagee has had a rea- 
sonable time in which to record the mortgage and have 
indorsements in respect thereto made upon the docu- 
ments of the vessel, any contractual obligation creating 
a lien upon the vessel other than a lien for wages of 
stevedores when employed directly by the owner, opera- 
tor, master, ship’s biishand; or agent of the vessel, for 
wages of the crew of the vessel, for general average, or 
for a including contract salvage, in respect to the 
vessel. 
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Subsection G. (a) The collector of customs of the port 
of documentation shall, upon the request of any person, 
record notice of his claim of a lien upon a vessel covered 
by a preferred mortgage, together with the nature, date 
of creation, and amount of the lien, and the name and 
address of the person. Any person who has caused 
notice of his claim of lien to be so recorded shall, upon 
a discharge in whole or in part of the indebtedness, 
forthwith file with the collector of customs a certificate 
of such discharge. The collector of customs shall there- 
upon record the certificate. 

(b) The mortgagor, upon a discharge in whole or in 

art of the mortgage indebtedness, shall forthwith file 
with the collector of customs for the port of documen- 
tation of the vessel, a certificate of such discharge. Such 
collector of customs shall thereupon record the certifi- 
cate. In case of a vessel covered by a preferred mort- 
gage, the collector of customs at the port of documenta- 
tion shall (1) indorse upon the documents of the vessel, 
or direct the collector of customs at any port in which 
the vessel is found, to so indorse, the fact of such dis- 
charge, and (2) shall deny clearance to the vessel until 
such indorsement is made. 

Subsection H. (a) No bill of sale, conveyance, or mort- 
gage shall be recorded unless it states the interest of the 
grantor or mortgagor in the vessel, and the interest so 
sold, conveyed, or mortgaged. 

(b) No bill of sale, conveyance, mortgage, notice of 
claim of lien, or certificate of discharge thereof, shall 
be recorded unless previously acknowledged before a 
notary public or other officer authorized by a Jaw of 
the United States, or of a State, Territory, District, or 
possession thereof, to take acknowledgment of deeds. 

(c) In case of a change in the port of documentation 
of a vessel of the United States, no bill of sale, convey- 
ance, or mortgage shall be recorded at the new port of 
documentation unless there is furnished to the collector 
of customs of such port, together with the copy of the 
bill of sale, conveyance, or mortgage to be recorded, a 
certified copy of the record of the vessel at the former 
port of documentation furnished by the collector of such 
port. The collector of customs at the new port of docu- 
mentation is authorized and directed to record such 
certified copy. 

(d) A preferred mortgage may bear such rate of in- 
terest as is agreed by the parties thereto. 

Subsection I. Each collector of customs shall permit 
records made under the provisions of this section to be 
inspected during office hours, under such reasonable regu- 
lations as the collector may establish. Upon the request 
of any person the collector of customs shall furnish him 
from the records of the collector’s office (1) a certificate 
setting forth the name of the owners of any vessel, the in- 
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terest held by each owner, and the material facts as to 
any bill of sale or conveyance of, any mortgage covering, 
or any lien or other incumbrance upon, a specified vessel, 
(2) a certified copy of any bill of sale, conveyance, mort- 
gage, notice of claim of lien, or certificate of discharge in 
respect to such vessel, or (3) a certified copy as required 
by subdivision (c) of subsection H. The collector of cus- 
toms shall collect a fee for any bill of sale, conveyance, or 
mortgage recorded, or any certificate or certified copy 
furnished, by him, in the amount of 20 cents a folio with 
a minimum charge of $1.00. All such fees shall be cov- 
ered into the Treasury of the United States as miscel- 
laneous receipts. 
PENALTIES 


Subsection J. (a) Ifthe master of the vessel willfully 
fails to exhibit the documents of the vessel or the copy of 
any preferred mortgage thereof, as required by subsec- 
tion KE, the board of local inspectors of vessels having ju- 
risdiction of the license of the master may suspend or can- 
cel such license, subject to the provisions of “An Act to 
provide for appeals from decision of boards of local in- 
spectors of vessels and for other purposes”, approved 
June 10, 1918. 

(b) A mortgagor who, with intent to defraud, violates 
any provision of subsection F, and if the mortgagor is a 
corporation or association, the president or other princi- 
pal executive officer of the corporation or association, 
shall upon conviction thereof be held guilty of a misde- 
meanor and shall be fined not more than $1,000 or impris- 
oned not more than 2 years, or both. The mortgaged in- 
debtedness shall thereupon become immediately due and 
payable at the election of the mortgagee. 

(c) If any person enters into any contract secured by, 
or upon the credit of, a vessel of the United States 
covered by a preferred mortgage, and suffers pecuniary 
loss by reason of the failure of the collector of customs, 
or any officer, employee, or agent thereof, properly to 
perform any duty required of the collector under the 
provisions of this section, the collector of customs shall 
be liable to such person for damages in the amount of 
such loss. If any such person is caused any such loss 
by reason of the failure of the mortgagor, or master of 
the mortgaged vessel, or any officer, employee, or agent 
thereof, to comply with any provision of subsection E or 
F or to file an affidavit as required by subdivision (a) of 
subsection D, correct in each particular thereof, the 
mortgagor shall be liable to such person for damages in 
the amount of such loss. The district courts of the 
United States are given jurisdiction (but not to the ex- 
clusion of the courts of the several States, Territories, 
Districts, or possessions) of suits for the recovery of such 
damages, irrespective of the amount involved in the suit 
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Service. or the citizenship of the parties thereto. Such suit shall 
be begun by personal service upon the defendant within 
the limits of the district. Upon judgment for the plain- 
tiff in any such suit, the court shall include in the judg- 

Costs. ment an additional amount for costs of the action and a 
reasonable counsel's fee, to be fixed by the court. 


FORECLOSURE OF PREFERRED MORTGAGES 


46U.8.c.951. Subsection K. A preferred mortgage shall constitute 
$2 Stat. 1008. 9 Jian aper the mortgaged vessel in the amount of the 
Preferred mort outstanding mortgage indebtedness secured by such 
tutemaritime vessel. Upon the default of any term or condition of 
Enforceable by the mortgage, such lien may be enforced by the mort- 
suitinremin’ gagee by suit in rem in admiralty. Original jurisdic- 


District ourts tion of all such suits is granted to the district courts of 
to have juriss the United States exclusively. In addition to any no- 
Notice of suit, tice by publication, actual notice of the commencement 
of any such suit shall be given by the libellant, in such 
manner as the court shall direct, to (1) the master, other 
ranking officer, or caretaker of the vessel, and (2) any 
person who has recorded a notice of claim of an undis- 
charged lien upon the vessel, as provided in subsection 
G, unless after search by the libellant satisfactory to the 
court, such mortgagor, master, other ranking officer, 


repels See, caretaker, or claimant is not found within the United 
notice. States. Failure to give notice to any such person, as 


required by this subsection, shall not constitute a juris- 

dictional defect ; but the libellant shall be liable to such 

person for damages in the amount of his interest in the 
Suitsinper- = vessel terminated by the suit. Suit in personam for the 
sonam. . . 

recovery of such damages may be brought in accordance 
Appontmeniy. with the provisions of subdivision (c) of subsection J. 


operate vessel. Foreign ship mortgages: As used in subsections K, 

werenae M, and N of this section, the term “preferred mortgage’ 
46 U.S.C. 951. shall include, in addition to a preferred mortgage made 
een —— to the provisions of this section, any mortgage, 
P. L. 447. ypothecation, or similar charge created as security upon 
83a cors;.,, any documented foreign vessel (other than a towboat, 


68 Stat. 323. barge, scow, lighter, car float, canal boat, or tank vessel, 
of less than two hundred gross tons) if such mortgage, 
hypothecation, or similar charge has been duly and val- 
idly executed in accordance with the laws of the foreign 
nation under the laws of which the vessel is documented 
and has been duly registered in accordance with such 
laws in a public register either at the port of registry 
of the vessel or at a central office; and the term “pre- 
ferred mortgage lien” shall also include the lien of such 
mortgage, hypothecation, or similar charge: Provided, 
however, That such “preferred mortgage lien” in the 

case of a foreign vessel shall also be subordinate to mari- 

time liens for repairs, supplies, towage, use of drydock 
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or marine railway, or other necessaries, performed or 
supplied in the United States. 

Bubssttion L. In any suit in rem in admiralty for the 
enforcement of the preferred mortgage lien, the court 
may appoint a receiver and, in its discretion, authorize 
the receiver to operate the mortgaged vessel. The mar- 
shal may be authorized and directed by the court to take 

ssession of the mortgaged vessel notwithstanding the 

act that the vessel is in the possession or under the con- 
trol of any person claiming a possessory common-law 
lien. 

Subsection M. (a) When used hereinafter in this sec- 
tion, the term “preferred maritime lien” means (1) a lien 
arising prior in time to the recording and indorsement of 
a preferred mortgage in accordance with the provisions 
of this section; or (2) a lien for damages arising out of 
tort, for wages of a stevedore when employed directly by 
the owner, operator, master, ship’s husband, or agent of 
the vessel, for wages of the crew of the vessel, for general 
average, and for salvage, including contract salvage. 

(b) Upon the sale of any mortgaged vessel by order of 
a district court of the United States in any suit in rem in 
admiralty for the enforcement of a preferred mortgage 
lien thereon, all preexisting claims in the vessel, includ- 
ing any possessory common-law lien of which a lienor is 
deprived under the provisions of subsection L shall be 
held terminated and shall thereafter attach, in like 
amount and in accordance with their respective priori- 
ties, to the proceeds of the sale; except that the preferred 
mortgage lien shall have priority over all claims against 
the vessel, except (1) preferred maritime liens, and (2) 
expenses and fees allowed and costs taxed by the court. 

Subsection N. (a) Upon the default of any term or 
condition of a preferred mortgage upon a vessel, the 
mortgagee may, in addition to all other remedies granted 
by this section, bring suit in personam in admiralty in a 
district court of the United States, against the mortgagor 
for the amount of the outstanding mortgage indebted- 
ness secured by such vessel or any deficiency in the full 
payment thereof. 

(b) This section shall not be construed, in the case of 
a mortgage covering, in addition to vessels, realty or per- 
sonalty other than vessels, or both, to authorize the en- 
forcement by suit in rem in admiralty of the rights of the 
mortgagee in respect to such realty or personalty other 
than vessels. 
TRANSFERS OF MORTGAGED VESSELS AND ASSIGNMENT OF 

VESSEL MORTGAGES 


Subsection O. (a) The documents of a vessel of the 
United States covered by a preferred mortgage may not 
be surrendered (except in the case of the forfeiture of 
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the vessel or its sale by the order of any court of the 
United States or any foreign country) without the ap- 
proval of the board. The board shall refuse such 
approval unless the mortgagee consents to such 
surrender. 

(b) The interest of the mortgagee in a vessel of the 
United States covered by a mortgage shall not be ter- 
minated by the forfeiture of the vessel for a violation of 
any law of the United States unless the mortgagee at- 
thorized, consented, or conspired to effect the illegal act, 
failure, or omission which constituted such violation. 

(c) Upon the sale of any vessel of the United States 
covered by a preferred mortgage, by order of a district 
court of the United States in any suit in rem in admir- 
alty for the enforcement of a maritime lien other than a 
preferred maritime lien, the vessel shall be sold free 
from all preexisting claims thereon; but the court shall, 
upon the request of the mortgagee, the libellant, or any 
intervenor, require the purchaser at such sale to give and 
the mortgagee to accept a new mortgage of the vessel for 
the balance of the term of the original mortgage. The 
conditions of such new mortgage shall be the same, so 
far as practicable, as those of the original mortgage and 
shall be subject to the approval of the court. If such 
new mortgage is given, the mortgagee shall not be paid 
from the proceeds of the sale and the amount payable 
as the purchase price shall be held diminished in the 
umount of the new mortgage indebtedness. 

(d) No rights under a mortgage of a vessel of the 
United States shall be assigned to any person not a citi- 
zen of the United States without the approval of the 
board. Any assignment in violation of any provision of 
this section shall be void. 

(e) No vessel of the United States shall be sold by 
order of a district court of the United States in any suit 
in rem in admiralty to any person not a citizen of the 
United States. 


MARITIME LIENS FOR NECESSARIES 


Subsection P. Any person furnishing repairs, sup- 
plies, towage, use of dry dock or marine railway, or other 
necessaries, to any vessel, whether foreign or domestic, 
upon the order of the owner of such vessel, or of a person 
authorized by the owner, shall have a maritime lien on the 
vessel, which may be enforced by suit in rem, and it shall 
not be necessary to allege or prove that credit was given 
to the vessel. 

Subsection Q. The following persons shall be pre- 
sumed to have authority from the owner to procure re- 
pairs, supplies, towage, use of dry dock or marine rail- 
way, and other necessaries for the vessel: The managing 
owner, ship’s husband, master, or any person to whom 
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the management of the vessel at the port of supply is en- 
trusted. No person tortiously or unlawfully in posses- 
sion or charge of a vessel shall have authority to bind the 
vessel. 

Subsection R. The officers and agents of a vessel speci- 
fied in subsection Q shall be taken to include such officers 
and agents when appointed by a charterer, by an owner 
pto hac vice, or by an agreed purchaser in possession of 
the-vessel; but nothing in this section shall be construed 
to confer a lien when the furnisher knew, or by exercise 
of reasonable diligence could have ascertained, that be- 
cause of the terms of a charter party, agreement for sale 
of the vessel, or for any other reason, the person order- 
ing the repairs, supplies, or other necessaries was without 
authority to bind the vessel therefor. 

Subsection S. Nothing in this section shall be con- 
strued to prevent the furnisher of repairs, supplies, tow- 
age, use of dry dock or marine railway, or other necessa- 
ries, or the mortgagee, from waiving his right to a lien, 
or in the case of a preferred mortgage lien, to the pre- 
ferred ‘status of seal lien, at any time, by agreement or 
otherwise; and this section shall not be construed to 
affect the rules of law now existing in regard to (1) the 
right to proceed against the vessel for advances, (2) 
laches in the enforcement of liens upon vessels, (3) the 
right to proceed in personam, (4) the rank of preferred 
maritime liens among themselves, or (5) priorities be- 
tween maritime liens and mortgages, other than pre- 
ferred mortgages, upon vessels of the United States. 

Subsection 'T. This section shall supersede the provi- 
sions of all State statutes conferring liens on vessels, in 
so far as such statutes purport to create rights of action 
to be enforced by suits in rem in admiralty against ves- 
sels for repairs, supplies; towage, use of dry dock or 
marine railway, and other necessaries. 


MISCELLANEOUS PROVISIONS 


Subsection U. This seetion shall not apply (1) to any 
existing mortgage, or (2) to any mortgage hereafter 
placed on any vessel now under an existing mortgage, 
so long as such existing mortgage remains undischarged. 

Subsection V. The Secretary of Commerce ° is author- 
ized and directed to furnish collectors of customs with 
all necessary books and records, and with certificates of 
registry and of enrollment and license in such form as 
provides for the making of all indorsements thereon 
required by this section. 

Bulnaton W. The Secretary of Commerce ° is author- 
ized to make such regulations in respect to the recording 


5 The functions of the Secretary of Commerce under subsections V and 
W were transferred to the Commissioner of Customs by Reorganization 
Plan No. 3 of 1946. See Part I of such Plan No. 3, 60 Stat. 1097. 
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and indorsing of mortgages covering vessels of the 
United States, as he deems necessary to the efficient exe- 
cution of the provisions of this section. 

Subsection X. Sections 4192 to 4196, inclusive, of the 
Revised Statutes of the United States, as amended, and 
the Act entitled “An Act relating to liens on vessels for 
repairs, supplies, or other necessaries,” approved June 23, 
1910, are repealed. This section, however, so far as not 
inconsistent with any of the provisions of law so re- 
pealed, shall be held a reenactment of such repealed law, 
and any right or obligation based upon any provision of 
such law and accruing prior to such repeal, may 

rosecuted in the same manner and to the same effect as 
if this Act had not been passed. 

Src. 31. That section 4530 of the Revised Statutes of 
the United States is amended to read as follows: 

“Src. 4530. Every seaman on a vessel of the United 
States shall be entitled to receive on demand from the 
master of the vessel to which he belongs one-half part of 
the balance of his wages earned and remaining unpaid 
at the time when such demand is made at every port 
where such vessel, after the voyage has been commenced, 
shall load or deliver cargo before the voyage js ended, 
and all stipulations in the contract to the contrary shall 
be void: Provided, Such a demand shall not be made 
before the expiration of, nor oftener than once in, five 
days nor more than once in the same harbor on the same 
entry. Any failure on the part of the master to comply 
with this demand shall release the seaman from his con- 
tract and he shall be entitled to full payment of wages 
earned. And when the voyage is ended every such sea- 
man shall be entitled to the remainder of the wages 
which shall be then due him, as provided in section 4529 
of the Revised Statutes: Provided further, That not- 
withstanding any release signed by any seaman under 
section 4552 of the Revised Statutes any court having 
jurisdiction may upon good cause shown set aside such 
release and take such action as justice shall require: 
And provided further, That this section shall apply to 
seamen on foreign vessels while in harbors of the United 
States, and the courts of the United States shall be open 
to such seamen for its enforcement.” 

Sec. 32. That paragraph (a) of section 10 of the act 
entitled “An Act to remove certain burdens on the Amer- 
ican merchant marine and encourage the American for- 
eign carrying trade, and for other purposes,” approved 
June 26, 1884, as amended, is hereby amended to read as 
follows: 

“Src. 10. (a) That it shall be, and is hereby, made un- 
lawful in any case to pay any seaman wages in advance 
of the time when he has actually earned the same, or to 
pay such advance wages, or to make any order, or note, 
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or other evidence of indebtedness therefor to any other 
person, or to pay any person, for the shipment of seamen 
when payment is deducted or to be deducted from a 
seaman’s wages. Any person violating any of the fore- 
going provisions of this section shall be deemed guilty of 
a misdemeanor, and upon conviction shall be punished 
by a fine of not less than $25 nor more than $100, and 
may also be imprisoned for a period of not exceeding six 
months, at the discretion of the court. The payment of 
such advance wages or allotment, whether made within 
or without the United States or territory subject to the 
jurisdiction thereof, shall in no case except as herein 
provided absolve the vessel or the master or the owner 
thereof from the full payment of wages after the same 
shall have been actually earned, and shall be no defense 
to a libel suit or action for the recovery of such wages. 
If any person shall demand or receive, either directly 
or indirectly, from any seaman or other person seeking 
employment, as seaman, or from any person on his be- 
half, any remuneration whatever for providing him with 
employment, he shall for every such offense be deemed 
guilty of a misdemeanor and shall be imprisoned not 
more than six months or fined not more than $500.” ® 

Sec. 33. That section 20 of such act of March 4, 1915, 
be, and is, amended to read as follows: 

“Src. 20. That any seaman who shall suffer personal 
injury in the course of his employment may, at his elec- 
tion, maintain an action for damages at law, with the 
right of trial by jury, and in such action all statutes of 
the United States modifying or extending the common- 
law right or remedy in cases of personal injury to rail- 
way employees shall apply; and in case of the death of 
any seaman as a result of any such personal injury the 
personal representative of such seaman may maintain an 
action for damages at law with the right of trial by jury, 
and in such action all statutes of the United States con- 
ferring or regulating the right of action for death in 
the case of railway employees shall be applicable. Juris- 
diction in such actions shall be under the court of the 
district in which the defendant employer resides or in 
which his principal office is located.” 

Sec. 34. That in the judgment of Congress, articles or 
cena in treaties or conventions to which the United 

tates is a party, which restrict the right of the United 
States to impose discriminating customs duties on im- 
ports entering the United States in foreign vessels and 
in vessels of the United States, and which also restrict 
the right of the United States to impose discriminatory 


* See Public Law 860, 81st Cong. (64 Stat. 1081) amending section 10 (b) 
of such Act of June 26, 1884, and Public Law 916, 81st Cong. (64 Stat. 
15ee) adding a new subsection (g) to section 10 of such Act of June 26, 
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tonnage dues on foreign vessels and on vessels of the 
United States entering the United States should be ter- 
minated, and the President is hereby authorized and di- 
rected within ninety days after this Act becomes law to 
give notice to the several Governments, respectively, 
parties to such treaties or conventions, that so much 
thereof as imposes any such restriction on the United 
States will terminate on the expiration of such periods 
as,may be required for the giving of such notice by the 
provisions of such treaties or conventions. 

Section 35 was repealed by section 903 (b) of the 
Merchant Marine Act, 1936, page 76, supra. 

Szo. 36. That if any provision of this Act is declared 
unconstitutional or the application of any provision to 
certain circumstances be held invalid, the remainder of 
the Act and the application of such provisions to circum- 
stances other than those as to which it is held invalid 
shall not be affected thereby. 

Src. 37. That when used in this Act, unless the con- 
text otherwise requires, the terms “person,” “vessel,” 
“documented under the laws of the United States,” and 
“citizen of the United States” shall have the meaning 
assigned to them by sections 1 and 2 of the “Shipping 
Act, 1916,” as amended by this Act; the term “board” 
means the United States Shipping Board; and the term 
“alien” means any person not a citizen of the United 
States. 

Sexo. 38. That section 2 of the Shipping Act, 1916, is 
amended to read as follows: (See: Shipping Act, 
1916, sec. 2, p. 140, infra.) 

Sec. 39. That this Act may be cited as the Merchant 
Marine Act, 1920, 








SHIPPING ACT, 1916 
[As amended through the 84th Congress] 
(39 Stat. 728, chapter 451, approved Sept. 7, 1916) 


[Nore.—See excerpts from the Transportation Act of 
1940, as amended, page 225 hereof. | 

An Act to establish a United States Shipping Board for the 

purpose of encouraging, developing, and creating a naval aux- 

iliary and naval reserve and a merchant marine to meet the 

requirements of the commerce of the United States with its 

Territories and possessions and with foreign countries ; to regu- 

late carriers by water engaged in the foreign and interstate 

commerce of the United States; and for other purposes. 

Be it enacted by the Senate and House of Represent- 
atives of the United States of America in Congress as- 
sembled, That when used in this Act: 

The term “common carrier by water in foreign com- 
merce” means a common carrier, except ferryboats run- 
ning on regular routes, engaged in the transportation by 
water of passengers or property between the United 
States or any of its Districts, Territories, or possessions 
and a foreign country, whether in the import or export 
trade: Provided, That a cargo boat commonly called an 
ocean tramp shall not be deemed such “common carrier 
by water in foreign commerce.” 

The term “common carrier by water in interstate com- 
merce” means a common carrier engaged in the trans- 
portation by water of passengers or property on the high 
seas or the Great Lakes on regular routes from port to 
port between one State, Territory, District, or possession 
of the United States and any other State, Territory, Dis- 
trict, or possession of the United States, or between 
places in the same Territory, District, or possession. 

The term “common carrier by water” means a common 
carrier by water in foreign commerce or a common car- 
rier by water in interstate commerce on the high seas or 
the Great Lakes on regular routes from port to port. 

The term “other person subject to this act” means any 
person not included in the term “common carrier by 
water,” carrying on the business of forwarding or fur- 
nishing wharfage, dock, warehouse, or other terminal 
facilities in connection with a common carrier by water. 

The term “person” includes corporations, partner- 
ships, and associations, existing under or authorized by 
the laws of the United States, or any State, Territory, 
District, or possession thereof, or of any foreign country. 


46 U. 8. C. 801. 
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The term “vessel” includes all water craft and other 
artificial contrivances of whatever description and at 
whatever stage of construction, whether on the stocks or 
launched, which are used or are capable of being or are 
intended to be used as a means of transportation on 
water. 

The term “documented under the laws of the United 
States,” means “registered, enrolled, or licensed under 
the laws of the United States.” 

Sec. 2. (a) That within the meaning of this Act no 
corporation, partnership, or association shall be deemed 
a citizen of the United States unless the controlling 
interest therein is owned by citizens of the United States, 
and, in the case of a corporation, unless its president and 
managing directors are citizens of the United States and 
the corporation itself is organized under the laws of the 
United States or of a State, Territory, District, or pos- 
session thereof, but in the case of a corporation, associa- 
tion, or partnership operating any vessel in the coastwise 
trade the amount of interest required to be owned by 
citizens of the United States shall be 75 per centum. 

(b) The controlling interest in a corporation shall not 
be deemed to be owned by citizens of the United States 
(a) if the title to a majority of the stock thereof is not 
vested in such citizens free from any trust or fiduciary 
obligation in favor of any person not a citizen of the 
United States; or (b) if the majority of the voting power 
in such corporation is not vested in citizens of the United 
States; or (c) if through any contract or understanding 
it is so arranged that the majority of the voting power 
may be exercised, directly or indirectly, in behalf of any 
person who is not a citizen of the United States; or 
(d) if by any other means whatsoever control of the cor- 
poyedion is conferred upon or permitted to be exercised 

y any person who is not a citizen of the United States. 

(c} Seventy-five per centum of the interest in a cor- 
poration shall not be deemed to be owned by citizens of 
the United States (a) if the title to 75 per centum of its 
stock is not vested in such citizens free from any trust 
or fiduciary obligation in favor of any person not a citi- 
zen of the United States; or (b) if 75 per centum of the 
voting power in such corporation is not vested in citizens 
of the United States; or (c) if, through any contract or 
understanding it is so arranged that more than 25 per 
centum of the voting power in such corporation may be 
exercised, directly or indirectly, in behalf of any person 
who is not a citizen of the United States; or (d) if by 
any other means whatsoever control of any interest in 
the corporation in excess of 25 per centum is conferred 
upon or permitted to be exercised by any person who is 
not a citizen of the United States. 
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(d) The provisions of this Act shall a ply to receiv- 
ers and trustees of all persons to whom the Act applies, 
and to the successors or assignees of such persons. 
Sections 3-8, inclusive, were repealed by section 903 
(a of the Merchant Marine Act, 1936, page 76, on 
EC. 9.1 That any vessel purchased, chartered, or leased 
from the board, by persons who are citizens of the United 
States, may be registered or enrolled and licensed, or 


Vessels ac- 
uired by or 
m 


rom board ‘ 
may engage in 
eoautwion 


both registered and enrolled and licensed, as a vessel trade. 


of the United States and entitled to the benefits and 
rivileges appertaining thereto: Provided, That foreign- 
Built vessels admitted to American registry or enrollment 
and license under this Act, and vessels owned by any cor- 
poration in which the United States is a stockholder, and 
vessels sold, leased, or chartered by the board to any per- 
son, a citizen of the United States, as provided in this Act, 
may engage in the coastwise trade of the United States 
while owned, leased, or chartered by such a person. 

Every vessel purchased, chartered, or leased from the 
board shall, unless otherwise authorized by the board, be 
operated only under such registry or enrollment and li- 
cense. Such vessels while employed solely as merchant 
vessels shall be subject to all laws, regulations, and lia- 
bilities governing merchant vessels, whether the United 
States be interested therein as owner, in whole or in part, 
or hold any mortgage, lien, or other interest therein. 

Except as provided in section 611 of the Merchant 
Marine Act, 1936, as amended, it shall be unlawful, 
without the approval of the United States Maritime 
Commission, to sell, mortgage, lease, charter, deliver, 
or in any manner transfer, or agree to sell, mortgage, 
lease, charter, deliver, or in any manner transfer, to 
any person not a citizen of the United States, or transfer 
or place under foreign registry or flag, any vessel or 
any interest therein osied in whole or in part by a 
citizen of the United States and documented under the 
laws of the United States, or the last documentation of 
which was under the laws of the United States. 

Any such vessel, or any interest therein, chartered, 
sold, transferred, or mortgaged to a person not a citizen 
of the United States or placed under a foreign regist 
or flag, or operated, in violation of any provision of this 
section shall be forfeited to the United States, and who- 
ever violates any provision of this section shall be guilty 
of a misdemeanor and subject to a fine of not more than 
poor or to imprisonment for not more than five years, 
or both. 

Sections 10 and 11 were repealed by section 903 (a) 
of the Merchant Marine Act, 1936, page 76, supra. 


1 See the Act extending the steamboat inspection laws to Shipping Board 
vessels (41 Stat. 305 ; 46 U. S. C. 363). 
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Sec. 12. That the board shall investigate the relative 
cost of building merchant vessels in the United States 
and in foreign maritime countries, and the relative cost, 
advantages, and disadvantages of operating in the for- 
eign trade vessels under United States registry and 
under foreign registry. It shall examine the rules under 
which vessels are constructed abroad and in the United 
States, and the methods of classifying and rating same, 
and it shall examine into the subject of marine insur- 
ance, the number of companies in the United States, do- 
mestic and foreign, engaging in marine insurance, the 
extent of the insurance on hulls and cargoes placed or 
written in the United States, and the extent of reinsur- 
ance of American maritime risks in foreign companies, 
and ascertain what steps may be necessary to develop 
an ample marine insurance system as an aid in the devel- 
opment of an American merchant marine. It shall ex- 
amine the navigation laws of the United States and the 
rules and regulations thereunder, and make such recom- 
mendations to the Congress as it deems proper for the 
amendment, improvement, and revision of such laws, and 
for the development of the American merchant marine. 
It shall investigate the legal status of mortgage loans on 
vessel property, with a view to means of improving the 
security of such loans and of encouraging investment in 
American shipping. 

It shall, on or before the first day of December in each 
year, make a report to the Congress, which shall include 
its recommendations and the results of its investigations, 
a summary of its transactions, and a statement of all 
expenditures and receipts under this act, and of the op- 
erations of any corporation in which the United States 
is.a stockholder, and the names and compensation of all 
persons employed by the board. 

Sec. 13. That for the purpose of carrying out the pro- 
visions of sections five and eleven no liability shall be 
incurred exceeding a total of $50,000,000 and the Secre- 
tary of the Treasury, upon the request of the board, 
approved by the President, shall from time to time issue 
and sell or use any of the bonds of the United States 
now available in the Treasury under the acts of August 
fifth, nineteen hundred and nine, February fourth, nine- 
teen hundred and ten, and March second, nineteen hun- 
dred and eleven, relating to the issue of bonds for the 
construction of the Panama Canal, to a total amount 
not to exceed $50,000,000: Provided, That any bonds 
issued and sold or used under the provisions of this sec- 
tion may be made payable at such time within fifty years 
after issue as the Secretary of the Treasury may fix, in- 
stead of fifty years after the date of issue, as prescribed 
in the act of August fifth, nineteen hundred and nine, 





| 
| 





















MERCHANT MARINE ACTS 


The proceeds of such bonds and the net proceeds of all 
sales, charters, and leases of vessels and of sales of stock 
made by the board, and all other moneys received by it 
from any source, shall be covered into the Treasury to 
the credit of the board, and are hereby permanently 
appropriated for the purpose of carrying out the provi- 
sions of sections five and eleven. 

Sec. 14. That no common carrier by water shall, di- 
rectly or indirectly, in respect to the transportation by 
water of passengers or property between a port of a 
State, Territory, District, or possession of the United 
States and any other such port or a port of a foreign 
country— 

First. Pay, or allow, or enter into any combination, 
agreement, or understanding, express or implied, to pay 
or allow, a deferred rebate to any shipper. The term 
“deferred rebate” in this Act means a return of any por- 
tion of the freight money by a carrier to any shipper as 
a consideration for the giving of all or any portion of 
his shipments to the same or any other carrier, or for any 
other purpose, the payment of which is deferred beyond 
the completion of the service for which it is paid, and is 
made only if, during both the period for which computed 
and the period of deferment, the shipper has complied 
with the terms of the rebate agreement or arrangement. 

Second. Use a fighting ship either separately or in 
conjunction with any other carrier, through agreement 
or otherwise. The term “fighting ship” in this Act 
means a vessel used in a particular trade by a carrier or 
group of carriers for the purpose of excluding, prevent- 
ing, or reducing competition by driving onistias carrier 
out of said trade. 

Third. Retaliate against any shipper by refusing, or 
threatening to refuse, space accommodations when such 
are available, or resort to other discriminating or unfair 
methods, because such shipper has sinttouinnts any other 
carrier or has filed a complaint charging unfair treat- 
ment, or for any other reason. 

Fourth. Make any unfair or unjustly discriminatory 
contract with any shipper based on the volume of freight 
offered, or unfairly treat or unjustly discriminate against 
any shipper in the matter of (a) cargo space accommo- 
dations or other facilities, due regard being had for the 
proper loading of the vessel and the available tonnage; 
(b) the loading and landing of freight in proper con- 
dition; or (c) the adjustment and settlement of claims. 

Any carrier who violates any provision of this section 
shall be guilty of a misdemeanor punishable by a fine of 
not more than $25,000 for each offense. 

Src. 14a. The board upon its own initiative may, or 
upon complaint shall, after due notice to all parties in 
interest and hearing, determine whether any person, not 
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a citizen of the United States and engaged in transporta- 
tion by water of passengers or property— 

ey Has violated any provision of section 14, or 

2) Is a party to any combination, agreement, or un- 
derstanding, express or implied, that involves in respect 
to transportation of passengers or property between for- 
eign ports, deferred rebates or any other unfair practice 
designated in section 14, and that excludes from admis- 
sion upon equal terms with all other parties thereto, a 
common carrier by water which is citizen of the United 
States and which has applied for such admission. 

If the board determines that any such person has vio- 
lated any such provision or is a party to any such com- 
bination, agreement, or understanding, the board shall 
thereupon certify such fact to the Secretary of Com- 
merce. The Secretary shall thereafter refuse such per- 
son the right of entry for any ship owned or cmniel by 
him or by any carrier directly or indirectly controlled by 
him, into any port of the United States, or any Territory, 
District, or possession thereof, until the board certifies 
that the violation has ceased or such combination, agree- 
ment, or understanding has been terminated. 

Sec. 15. That every common carrier by water, or other 
person subject to this Act, shall file immediately with 
the board a true copy, or, if oral, a true and complete 
memorandum, of every agreement with another such car- 
rier or other person subject to this Act, or modification 
or cancellation thereof, to which it may be a party or 
conform in whole or in part, fixing or regulating trans- 
portation rates or fares; giving or receiving special rates, 
accommodations, or other special privileges or advan- 
tages; renner regulating, preventing, or destroying 
competition ; pooling or apportioning earnings, losses, or 
traffic; allotting ports or restricting or otherwise reguiat- 
ing the number and character of sailings between ports; 
limiting or regulating in any way the volume or char- 
acter of freight or passenger traflic to be carried; or in 
any manner providing for an exclusive, preferential, or 
cooperative working arrangement. The term “agree- 
ment” in this section includes understandings, confer- 
ences, and other arrangements. 

The board may by order disapprove, cancel, or modify 
any ———— or any modification or cancellation 
thereof, whether or not previously approved by it, that 
it finds to be unjustly discriminatory or unfair as be- 
tween carriers, shippers, exporters, importers, or ports, 
or between exporters from the United States and their 
foreign competitors, or to operate to the detriment of 
the commerce of the United States, or to be in violation 
of this Act, and shall approve all other agreements, 
modifications, or cancellations. 

Agreements existing at the time of the organization of 
the board shall be lawful until disapproved by the board. 
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It shall be unlawful to carry out any agreement or any 
portion thereof disapproved by the board. 

All agreements, modifications, or cancellations made 
after the organization of the board shall be lawful only 
when and as long as approved by the board, and before 
approval or after disapproval it shall be unlawful to 
carry out in whole or in part, directly or indirectly, any 
such agreement, modification, or cancellation. 

Every agreement, modification, or cancellation lawful 
under this section shall be excepted from the provision 
of the Act approved July second, eighteen hundred and 
ninety, entitled “An Act to protect trade and commerce 
against unlawful restraints and monopolies”, and amend- 
ments and acts supplementary thereto, and the provi- 
sions of sections seventy-three to seventy-seven, both 
inclusive, of the Act approved August twenty-seventh, 
eighteen hundred and ninety-four, entitled “An Act to 
reduce taxation, to provide revenue for the Government, 
and for other purposes”, and amendments and acts sup- 
plementary thereto. 

Whoever violates any provision of this section shall be 
liable to a penalty of $1,000 for each day such violation 
continues, to be recovered by the United States in a civil 
action. 

Sec. 16. That it shall be unlawful for any shipper 
consignor, consignee, forwarder, broker, or other person, 
or any officer, agent, or employee thereof, knowingly and 
willfully, directly or indirectly, by means of false bill- 
ing, false classification, false weighing, false report of 
weight, or by any other unjust or unfair device or means 
to obtain or attempt to obtain transportation by water 
for property at less than the rates or charges which 
would otherwise be applicable. 

That it shall be unlawful for any common carrier by 
water, or other person subject to this Act, either alone 
or in conjunction with any other person, directly or 
indirectly— 

First. To make or give any undue or unreasonable 

reference or advantage to any particular person, local- 
ity, or description of traffic in any respect whatsoever, or 
to subject any particular person, locality, or description 
of traffic to any undue or unreasonable prejudice or dis- 
advantage in any respect whatsoever. 

Second. To allow any person to obtain transporta- 
tion for property at less than the regular rates or charges 
then established and enforced on the line of such carrier 
by means of false billing, false classification, false 
weighing, false report of weight, or by any other unjust 
or unfair device or means. 

Third. To induce, persuade, or otherwise influence any 
marine insurance company or underwriter, or agent 
thereof, not to give a competing carrier by water as 
favorable a rate of insurance on vessel or cargo, having 
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due regard to the class of vessel or cargo, as is granted 
to such carrier or other person subject to this Act. 

Whoever violates any provision of this section shall 
be guilty of a misdemeanor punishable by a fine of not 
more than $5,000 for each offense. 

Src. 17. That no common carrier by water in foreign 
commerce shall demand, charge, or collect any rate, fare, 
or charge which is unjustly discriminatory between 
shippers or ports, or unjustly prejudicial to exporters 
of the United States as compared with their foreign 
competitors. Whenever the board finds that any such 
rate, fare, or charge is demanded, charged, or collected 
it may alter the same to the extent necessary to correct 
such unjust discrimination or prejudice and make an 
order that the carrier shall discontinue demanding, 
charging, or collecting any such unjustly discriminatory 
or prejudicial rate, fare, or charge. 

Every such carrier and every other person subject to 
this act shall establish, observe, and enforce just and 
reasonable regulations and practices relating to or con- 
nected with the receiving, handling, storing, or deliver- 
ing of property. Whenever the board finds that any 
such regulation or practice is unjust or unreasonable it 
may determine, prescribe, and order enforced a just and 
reasonable regulation or practice. 

Sec. 18. That every common carrier by water in inter- 
state commerce shall establish, observe, and enforce 
just and reasonable rates, fares, charges, classifications, 
and tariffs, and just and reasonable regulations and prac- 
tices relating thereto and to the issuance, form, and sub- 
stance of tickets, receipts, and bills of lading, the manner 
and method of presenting, marking, packing, and de- 
livering property for transportation, the carrying of 
personal, sample, and excess baggage, the facilities for 
transportation, and all other matters relating to or con- 
nected with the receiving, handling, transporting, stor- 
ing, or delivering of property. 

Every such carrier shall file with the board and keep 
open to public inspection, in the form and manner and 
within the time prescribed by the board, the maximum 
rates, fares, and charges for or in connection with trans- 
portation between points on its own route; and if a 
through route has been established, the maximum rates, 
fares, and charges for or in connection with transporta- 
tion between points on its own route and points on the 
route of any other carrier by water. 

No such carrier shall demand, charge, or collect a 
greater compensation for such transportation than the 
rates, fares, and charges filed in compliance with this 
section, except with the approval of the board and after 
ten days’ public notice in the form and manner pre- 
scribed by the board, stating the increase proposed to 
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be made; but the board for good cause shown may waive 
such notice. 

Whenever the board finds that any rate, fare, charge, 
classification, tariff, regulation, or practice, demanded, 
charged, collected, or observed by such carriers is unjust 
or unreasonable, it may determine, prescribe, and order 
enforced a just and reasonable maximum rate, fare, or 
charge, or a just and reasonable classification, tariff, 
regulation, or practice. 

Sno. 19. That whenever a common carrier by water in 
interstate commerce reduces its rates on the carriage of 
any species of freight to or from competitive points 
below a fair and remunerative basis with the intent of 
driving out or otherwise injuring a competitive carrier 
by water, it shall not increase such rates unless after 
hearing the board finds that such proposed increase rests 
upon changed conditions other than the elimination of 
said competition. 

Seo. 20. That it shall be unlawful for any common 
sarrier by water or other person subject to this Act, or 
any Officer, receiver, trustee, lessee, agent, or employee 
of such carrier or person, or for any other person author- 
ized by such carrier or person to receive information, 
knowingly to disclose to or permit to be acquired by 
any person other than the shipper or consignee, without 
the consent of such shipper or consignee, any informa- 
tion concerning the nature, kind, quantity, destination, 
consignee, or routing of any property tendered or deliv- 
ered to such common carrier or other person subject to 
this act for transportation in interstate or foreign com- 
merce, which information may be used to the detriment 
or prejudice of such shipper or consignee, or which may 
improperly disclose his business transactions to a com- 
petitor, or which may be used to the detriment or preju- 
dice of any carrier; and it shall also be unlawful for any 
person to solicit or knowingly receive any such informa- 
tion which may be so used. 

Nothing in this Act shall be construed to prevent the 
giving of such information in response to any legal proc- 
ess issued under the authority of any court, or to any 
officer or agent of the Government of the United States, 
or of any State, Territory, District, or possession there- 
of, in the exercise of his powers, or to any officer or other 
duly authorized person seeking such information for the 
prosecution of persons charged with or suspected of 
crime, or to another carrier, or its duly authorized agent, 
for the purpose of adjusting mutual traffic accounts in 
the ordinary course of business of such carriers. 

Src. 21. That the board may require any common car- 
rier by water, or other person subject to this Act, or any 
officer, receiver, trustee, lessee, agent, or employee there- 
of, to file with it any periodical or special report, or any 
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account, record, rate, or charge, or any memorandum of 
any facts and transactions appertaining to the business 
of such carrier or other person subject to this Act. Such 
report, account, record, rate, charge, or memorandum 
shall be under oath whenever the board so requires, and 
shall be furnished in the form and within the time pre- 
scribed by the board. Whoever fails to file any report, 
account, record, rate, charge, or memorandum as re- 

uired by this section shall forfeit to the United States 
the sum of $100 for each day of such default. 

Whoever willfully falsifies, destroys, mutilates, or 
alters any such report, account, record, rate, charge, or 
memorandum, or willfully files a false report, account, 
record, rate, charge, or memorandum shall be guilty of 
a misdemeanor, and subject upon conviction to a fine of 
not more than $1,000, or imprisonment for not more than 
one year, or to both such fine and imprisonment. 

Src. 22. That any person may file with the board a 
sworn complaint setting forth any violation of this Act 
by a common carrier by water, or other person subject 
to this Act, and asking reparation for the injury, if 
any, caused thereby. The board shall furnish a copy of 
the complaint to such carrier or other person, who shall 
within a reasonable time specified by the board satisfy 
the complaint or answer it in writing. If the complaint 
is not satisfied the board shall, except as otherwise pro- 
vided in this Act, investigate it in such manner and by 
such means, and make such order as it deems proper. 
The board, if the complaint is filed within two years 
after the cause of action accrued, may direct the pay- 
ment, on or before a day named, of full reparation to 
the complainant for the injury caused by such violation. 

The board, upon its own motion, may in like manner 
and, except as to orders for the payment of money, with 
the same powers, investigate any violation of this Act. 

Sec. 23. Orders of the board relating to any violation 
of this Act shall be made only after full hearing, and 
upon a sworn complaint or in proceedings instituted of 
its own motion. 

All orders of the United States Maritime Commission, 
other than for the payment of money, made under this 
Act, as amended or supplemented, shall continue in force 
until its further order, or for a specified period of time, 
as shall be prescribed in the order, unless the same shall 
be suspended, or modified, or set aside by the Commission, 
or be suspended or set aside by a court of competent 
jurisdiction. 

Src. 24. That the board shall enter of record a written 
report of every investigation made under this Act in 
which a hearing has been held, stating its conclusions, de- 
cision, and order, and, if reparation is awarded, the find- 
ings of fact on which the award is made, and shall furnish 
a copy of such report to all parties to the investigation. 
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The board may publish such reports in the form best 
adapted for public information and use, and such au- 
thorized publications shall, without further proof or 
authentication, be competent evidence of such reports in 
all courts of the United States and of the States, Terri- 
tories, Districts, and possessions thereof. 

Src. 25. That the board may reverse, suspend, or mod- 
ify, upon such notice and in such manner as it deems 
proper, any order made by it. Upon application of any 
party to a decision or order it may grant a rehearing 
of the same or any matter determined therein, but no 
such application for or allowance of a rehearing shall, 
except by special order of the board, operate as a stay 
of such order. 

Sec. 26. The board shall have power, and it shall be 
its duty whenever complaint shall be made to it, to in- 
vestigate the action o any foreign Government with 
respect to the privileges afforded and burdens imposed 
upon vessels of the United States engaged in foreign 
trade whenever it shall appear that the laws, regula- 
tions, or practices of any foreign Government operate 
in such a manner that vessels of the United States are not 
accorded equal privileges in foreign trade with vessels of 
such foreign countries or vessels of other foreign coun- 
tries, either in trade to or from the ports of such foreign 
country or in respect of the passage or transportation 
through such foreign country of passengers or goods 
intended for shipment or transportation in such vessels 
of the United States, either to or from ports of such 
foreign country or to or from ports of other foreign 
countries. It shall be the duty of the board to report 
the results of its investigation to the President with its 
recommendations and the President is hereby author- 
ized and empowered to secure by diplomatic action equal 
privileges for vessels of the United States engaged in 
such foreign trade. And if by such diplomatic action 
the President shall be unable to secure such equal privi- 
leges, then the President shall advise Congress as to the 
facts and his conclusions by a special message, if deemed 
important in the public interest, in order that proper 
action may be taken thereon. 

Sec. 27. That for the purpose of investigating alleged 
violations of this Act, the board may by subpeena compel 
the attendance of witnesses and the production of , 
papers, documents, and other evidence from any place in 
the United States at any designated place of hearing. 
Subpoenas may be signed by any commissioner, and oaths 
or affirmations may be administered, witnesses examined, 
and evidence received by any commissioner or examiner, 
or, under the direction of the board, by any person 
authorized under the laws of the United States or of any 
State, Territory, District, or possession thereof to admin- 
ister oaths. Persons so acting under the direction of the 
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board and witnesses shall, unless employees of the board, 
be entitled to the same fees and mileage as in the courts 
of the United States. Obedience to any such subpoena 
shall, on application by the board, be enforced as are 
orders of the board other than for the payment of 
money. 

Src. 28. That no person shall be excused on the ground 
that it may tend to incriminate him or subject him to a 
penalty or forfeiture, from attending and testifying, or 
producing books, papers, documents, and other evidence, 
in obedience to the subpoena of the board or of any court 
in any proceeding based upon or growing out of any 
alleged violation of this Act; but no natural person shall 
be prosecuted or subjected to any penalty or forfeiture 
for or on account of any transaction, matter, or thing as 
to which, in obedience to a subpeena and under oath, he 
may so testify or produce evidence, except that no person 
shall be exempt from prosecution and punishment for 
perjury committed in so testifying. 

Src. 29. That in case of violation of any order of the 
board, other than an order for the payment of money, 
the board, or any party injured by such violation, or 
the Attorney General, may apply to a district court 
having jurisdiction of the parties; and if, after hearing, 
the court determines that the order was regularly made 
and duly issued, it shall enforce obedience thereto by a 
writ of injunction or other proper process, mandatory 
or otherwise. 

Sec. 30. That in case of violation of any order of the 
board for the payment of money the person to whom 
such award was made may file in the district court for 
the district in which such person resides, or in which is 
located any office of the carrier or other person to whom 
the order was directed, or in which is located any point 
of call on a regular route operated by the carrier, or in 
any court of general jurisdiction of a State, Territory, 
District, or possession of the United States having juris- 
diction of the parties, a petition or suit setting forth 
briefly the causes for which he claims damages and the 
order of the board in the premises. 

In the district court the findings and order of the 
board shall be prima facie evidence of the facts therein 
stated, and the petitioner shall not be liable for costs, 
nor shall he be liable for costs of any subsequent stage 
of the proceedings unless they accrue upon his appeal. 
If a petitioner in a district court finally prevails, he 
shall be allowed a reasonable attorney’s fee, to be taxed 
and collected as part of the costs of the suit. 

All parties in whose favor the Board has made an 
award of reparation by a single order may be joined as 
plaintiffs, and all other parties to such order may be 
joined as defendants, in a single suit in any district in 
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which any one such plaintiff could maintain a suit 

against any one such defendant. Service of process 
against any such defendant and not found in that dis- 
trict may be made in any district in which is located 
any Office of, or point of call on a regular route operated 
by, such defendant. Judgment may be entered in favor 
of any plaintiff against the defendant liable to that 
plaintiff. 

No petition or suit for the enforcement of an order for 
the payment of moneys shall be maintained unless filed 
within one year from the date of the order. 

Sec. 31. That the venue and procedure in the courts 
of the U Tnited States in suits brought to enforce, suspend, 
or set aside, in whole or in part, any order of the board 
shall, except as herein otherwise provided, be the same 
as in similar suits in regard to orders of the Interstate 
Commerce Commission, but such suits may also be main- 
tained in any district court having jurisdiction of the 
parties. 

Sec. 32. That whoever violates any provision of this 
Act, except where a different penalty is provided, shall 
be guilty of a misdemeanor, punishable by fine not to 
exceed $5,000. 

Sec. 33. That this Act shall not be construed to affect 
the power or jurisdiction of the Interstate Commerce 
Commission, nor to confer upon the board concurrent 
power or jurisdiction over any matter within the power 
or jurisdiction of such commission; nor shall this Act 
be construed to apply to intrastate commerce. 

Sec. 34. That if any provision of this Act, or the ap- 
plication of such provision to certain circumstances, is 
held unconstitutional, the remainder of the Act, and the 
application of such provision to circumstances other than 
those as to which it is held unconstitutional, shall not be 
affected thereby. 

Section 35 was repealed by section 903 (a) of the Mer- 
chant Marine Act, 1936, page 76, supra. 

Sec. 86. The Secretary of the Treasury is authorized 
to refuse a clearance to any vessel or other vehicle laden 
with merchandise destined for a foreign or domestic 
port whenever he shall have satisfactory reason to believe 
that the master, owner, or other oflicer of such vessel or 
other vehicle refuses or declines to accept or receive 
freight or cargo in good condition tendered for such port 
of destination or for some intermediate port of call, to- 
gether with the proper freight or transportation charges 
therefor, by any citizen of the United States, unless the 
same is fully laden and has no space accommodations for 
the freight or cargo so tendered, due regard being had 
for the proper loading of such vessel or vehicle or unless 
such freight or cargo consists of merchandise for which 
such vessel or vehicle is not adaptable. 
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Sec. 37. That when the United States is at war or 
during any national emergency, the existence of which is 
declared by proclamation of the President,? it shall be 
unlawful, without first obtaining the approval of the 
board. 

(a) To transfer to or place under any foreign regis- 
try or flag any vessel owned in whole or in part by any 
person a citizen of the United States or by corporation 
organized under the laws of the United States, or of any 
State, Territory, District, or possession thereof; or 

(b) Tosell, mortgage, lease, charter, deliver, or in any 
manner transfer, or agree to sell, mortgage, lease, char- 
ter, deliver or in any manner transfer to any person not 
a citizen of the United States, (1) any such vessel or any 
interest therein, or (2) any vessel] documented under the 
laws of the United States, or any interest therein, or (3) 
any shipyard, dry dock, ship-building or ship-repairing 
plant or facilities, or any interest therein ; or 

(c) To enter into any contract, agreement, or under- 
standing to construct a vessel within the United States 
for or to be delivered to any person not a citizen of the 
United States, without expressly stipulating that such 
construction shall not begin until after the war or emer- 
gency proclaimed by the President has ended; or 

(d) To make any agreement or effect any understand- 
ing whereby there is vested in or for the benefit of any 
person not a citizen of the United States, the controlling 
interest or a majority of the voting ibe in a corpora- 
tion which is organized under the laws of the United 
States, or of any State, Territory, District, or possession 
thereof, and which owns any vessel, shipyard, dry dock, 
or ship-building or ship-repairing plant or facilities; or 

(e) To cause or procure any vessel constructed in 
whole or in part within the United States, which has 
never cleared for any foreign port, to depart from a port 
of the United States before it has been documented 
under the laws of the United States. 

Whoever violates, or attempts or conspires to violate, 
any of the provisions of this section shall be guilty of a 
misdemeanor, punishable by a fine of not more than 
$5,000 or by imprisonment for not more than five years, 
or both. 

Any vessel, shipyard, dry dock, ship-building or ship- 
repairing plant or facilities, or interest therein, sold, 
mortgaged, leased, chartered, delivered, transferred, or 
documented, or agreed to be sold, mortgaged, leased, 
chartered, delivered, transferred, or documented, in vio- 





2The proclamation by the President of a national emergency in World 
War I as provided herein was made Aug. 7, 1918. 

The state of war with respect to World War II and the national emer- 
gencies proclaimed by the President on Sept. 8, 1939 and May 27, 1941 
were terminated July 25, 1947 for the purposes of this section U the Act 
of July 25, 1947 (Public Law 239, 80th Congress; 61 Stat. 449). 

The President on December 16, 1950, issued a proclamation = 2914) 
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lation of any of the provisions of this section, and any 
stocks, bonds, or other securities sold or transferred, or 
agreed to be sold or transferred, in violation of any of 
such provisions, or any vessel departing in violation of 
the provisions of subdivision (e), shall be forfeited to 
the United States. 

Any such sale, mortgage, lease, charter, delivery, 
transfer, documentation, or agreement therefore shall be 
void, whether made within or without the United States, 
and any consideration paid therefor or deposited in con- 
nection therewith shall be recoverable at the suit of the 
person who has paid or deposited the same, or of his 
successors or assigns, after the tender of such vessel, 
shipyard, dry dock, ship-building or ship-repairing 

lant or facilities, or interest therein, or of such stocks, 

nds, or other securities, to the person entitled thereto, 
or after forfeiture thereof to the United States, unless 
the person to whom the consideration was paid, or in 
whose interest it was deposited, entered into the transac- 
tion in the honest belief that the person who paid or 
deposited such consideration was a citizen of the United 
States. 

Sec. 38. That all forfeitures incurred under the pro- 
visions of this Act may be prosecuted in the same court, 
and may be disposed of in the same manner, as forfei- 
tures incurred for offenses against the law relating to 
the collection of dues. 

Sec. 39. That in any action or proceeding under the 
provisions of this Act to enforce a forfeiture the convic- 
tion in a court of criminal jurisdiction of any person for 
a violation thereof with respect to the subject of the 
forfeiture shall constitute prima facie evidence of such 
violation against the person so convicted. 

Src. 40. That whenever any bill of sale, mortgage, 
hypothecation, or conveyance of any vessel, or part 
thereof, or interest therein, is presented to any collector 
of the customs to be reser tee: the vendee, mortgagee, 
or transferee shall file therewith a written declaration in 
such form as the board may by regulation prescribe, set- 
ting forth the facts relating to his citizenship, and such 
other facts as the board requires, showing that the trans- 
action does not involve a violation of any of the provi- 
sions of section nine or thirty-seven. Unless the board, 
before such presentation, has failed to prescribe such 
form, no such bill of sale, mortgage, hypothecation, or 
conveyance shall be valid against any person whatsoever 
until such declaration has iden filed. Any declaration 
filed by or in behalf of a corporation shall be signed by 
the president, secretary, or treasurer thereof, or any other 
official thereof duly authorized by such corporation to 
execute any such declaration. 

Whoever knowingly makes any false statement of a 
material fact in any such declaration shall be guilty of 
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a misdemeanor and subject to a fine of not more than 
$5,000, or to imprisonment for not more than five years, 
or both. 

Seo. 41. That whenever by said section nine or thirty- 
seven the approval of the board is required to render any 
act or transaction lawful, such approval may be accorded 
either absolutely or upon such conditions as the board 
prescribes. Whenever the approval of the board is ac- 
corded upon any condition a statement of such condition 
shall be entered upon its records and incorporated in the 
same document or paper which notifies the applicant of 
such approval. A violation of such condition so incor- 

yorated shall constitute a misdemeanor and shall be pun- 
ishable by fine and imprisonment in the same manner, 
and shall subject the vessel, stocks, bonds, or other sub- 
ject matter of the application conditionally approved 
to forfeiture in the same manner, as though the Act con- 
ditionally approved had been done without the approval 
of the boned bet the offense shall be deemed to have been 
committed at the time of the violation of the condition. 

Whenever by this Act the approval of the board is 
required to render any act or transaction lawful, whoever 
knowingly makes any false statement of a material fact 
to the board, or to any member thereof, or to any officer, 
attorney, or agent thereof, for the purpose of securing 
such approval, shall be guilty of a misdemeanor and 
subject to a fine of not more than $5,000, or to imprison- 
ment for not more than five years, or both. 

Sec. 42. That any vessel registered, enrolled, or li- 
censed under the laws of the United States shall be 
deemed to continue to be documented under the laws of 
the United States within the meaning of subdivision (b) 
of section thirty-seven, until such registry, enrollment, or 
license is surrendered with the approval of the board, the 
provisions of any other Act of Tacania to the contrary 
notwithstanding. 

Section 43 was repealed by section 903 (a) of the 
Merchant Marine Act, 1936, page 76, supra. 

SEC. 44. That this Act may be cited as “Shipping Act, 
1916.’ 








MERCHANT MARINE ACT, 1928 
[As amended through the 84th Congress] 
(45 Stat. 689, Chapter 675, approved May 22, 1928) 


An Act To further develop an American merchant marine, to 
assure its permanence in the transportation of the foreign trade 
of the United States, and for other purposes. 


Be it enacted by the Senate and House of Representa- 
tives of the United States of America in Congress 
assembled, 


Trrie I—Dercnaration or Pouicy 


Src. 1. The policy and the primary purpose declared 
in section 1 of the Merchant Marine Act, 1920 [U. S. C., 
Title 46, § 861], are hereby confirmed. 


Tirte I1]—Sutrr1ne Boarp VESSELS 


Section 201 was repealed by section 903 (c) of the Mer- 
chant Marine Act, 1936, page 76, supra. 


REMODELING AND IMPROVING 


Sec. 202. In addition to its power to recondition and 
repair vessels under section 12 of the Merchant Marine 
Act, 1920, as amended [U. S. C., Title 46, § 871], the 
board may remodel and improve vessels owned by the 
United States and in its possession or under its control, 
so as to equip them adequately for competition in the 
foreign trade of the United States. Any vessel so re- 
modeled or improved shall be documented under the 
laws of the United States and shall remain documented 
under such laws for not less than five years from the 
date of the completion of the remodeling or improving 
and so long as there remains due the United States any 
money or interest on account of such vessel, and during 
such period it shall be operated only on voyages which 
are not exclusively coastwise. 


REPLACEMENTS 


Src. 203. The necessity for the replacement of vessels 
owned by the United States and in the possession or 
under the control of the board and the construction for 
the board of additional up-to-date cargo, combination 
cargo and passenger, and passenger ships, to give the 
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United States an adequate merchant marine, is hereby 
45 Stat. 690. recognized, and the board is authorized and directed 2 
ee present to Congress from time to time, recommendations 
mend new ves’ setting forth what new vessels are required for perma- 
equired. ° 
nent operation under the United States flag in foreign 
trade, and the estimated cost thereof, to the end that 
Congress may, from time to time, make provision for 
Tobe builtin replacements and additions. All vessels built for the 


Must be usefai board shall be built in the United States, and they shall 











a. be planned with reference to their possible usefulness as 
auxiliaries to the naval and military services of the 
United States. 







Sections 301, 302, and 401 to 413, inclusive, were re- 
pealed by section 903 (c) of the Merchant Marine Act, 
1936, page 76, supra. 







Trrte T1V—Oceran Man. SERrvIcE 






For the repeal of sections 401 to 413 inclusive, see section 
903 (c) of the Merchant Marine Act, 1936, page 76, 
supra. 






AMENDMENTS AND REPEALS 


Sec. 414. (a) Section 24 of the Merchant Marine Act, 
1920 [U. S. C., Title 46, § 880], is amended to read as 
follows: 

“Sec. 24. That all mails of the United States shippe 
or carried on vessels shall, if practicable, be ship a 
carried on American-built vessels documented wider the the 

1 Stat. 606. Jaws of the United States. No contract hereafter made 
with the Postmaster General for carrying mails on ves- 
sels so built and documented shall be assigned or sublet, 

aon. 08 and no mails covered by such contract shall be carried on 
any vessel not so built and documented. No money shall 
be paid out of the Treasury of the United States on or 
in relation to any such contract for carrying mails on 
vessels so built and documented when vein contract has 
been assigned or sublet or when mails covered by such 
contract are in violation of the terms thereof carried on 
any vessel not so built and documented. This section 
shall not be applicable in the case of contracts made 
under Title IV of the Merchant Marine Act, 1928.” 

(b) Section 7 of the Merchant Marine Act, 1929 [U. 

S. C., Title 46, § 866], is amended by striking out so 

much thereof as reads as follows: “The Postmaster Gen- 

eral is authorized, notwithstanding the Act entitled ‘An 

Act to provide for ocean mail service between the United 

States and foreign ports, and to promote commerce’, ap- 

Sec. 7, proved March 3, 1891, to contract for the carrying of the 






























1 Section 903 (c) of the Merchant Marine Act, 1936, contains the follow- 
ing proviso: “Provided, That any contract lawfully entered into under 
authority of sections 401 to 413, inclusive, of such Act shall remain in full 
force and effect as though these sections were not repealed, subject, how- 
ever, to the further provisions of this Act.” 
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mails over such lines at such price as may be agreed upon 
by the board and the Postmaster General.” 

(c) The Act entitled “An Act to provide for ocean 
mail service between the United States and foreign 
ports, and to promote commerce,” approved March 3, 
1891 [U. S. C., Title 30, §§ 657-665], is repealed. 

(d) So much of the Act entitled “An Act making 
appropriations for the service of the Post Office Depart- 
ment for the fiscal year ending June 30, 1918, and for 
other purposes,” approved March 3, 1917, as provides 
for contracts for the carrying of mails between the 
United States and Great Brittain [U. S. C., Title 39, 
§ 668], is repealed. 

(e) Subdivision (b) of section 4009 of the Revised 
Statutes, as amended bas Statutes at Large, pt. 2, 900], 
is amended to read as follows: 

“(b) The provisions of subdivision (a) of this section 
shall not limit the compensation for transportation of 
mail which the Postmaster General may pay under con- 
tracts entered into in accordance with the provisions of 
section 4007 of the Revised Statutes [U. S. C., Title 39, 
§ 652], section 24 of the Merchant Marine Act, 1920 
fu.S. C., Title 46, § 880], or Title [TV of the Merchant 
Marine Act, 1928.” 

(f) Any contract made prior to the enactment of this 
Act shall remain in force and effect in the same manner 
and to the same extent as though this Act had not been 
enacted. Any such contract which expires on June 30, 
1928, may be extended for a period of not more than one 
year from such date. 


Trrte V—InsurRANCE FuNnpD 


Sec. 501. Section 10 of the Merchant Marine Act, 1920 
[U. 8S. C., Title 46, § 869], is amended to read as follows: 
See sec. 10, Merchant Marine Act, 1920. 


(Trrtz VI—Transportation oF GOVERNMENT 
OrriciAts] 


Section 601 (the only section in Title VI) was re- 
pealed by section 903 (c) of the Merchant Marine Act, 
1936, page 76, supra. 

Tirty VII—MiIsceLtLanerous 


AUTHORIZATION OF APPROPRIATIONS 


Src. 701. The appropriations necessary to carry out 
the provisions and accomplish the purposes of this Act 
are hereby authorized. 

Section 702 was repealed by section 903 (c) of the 
Merchant Marine Act, 1936, page 76, supra. 
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DEFINITIONS 


eae Sec. 703. (a) When used in this Act, and for the pur- 
45 Stat.698. poses of this Act only, the words “foreign trade” mean 

trade between the United States, its Territories or pos- 
Pi ta sessions, or the District of Columbia and a foreign coun- 


try: Provided, however, That the loading or the unload- 
ing of cargo, mail, or passengers at any port in any ter- 
ritory or possession of the United States shall be con- 
strued to be foreign trade if the stop at such territory 
or possession is an intermediate stop on what would 
otherwise be a voyage in foreign trade. 

rCitisen of (b) When used in this Act the term “citizen of the 

‘United States” includes a corporation, partnership, or 
association only if it is a citizen of the United States 
within the meaning of section 2 of the Shipping Act, 
1916, as amended [U. S. C., Title 46, § 802]. 


REAFFIRMATION OF POLICY 
46 U. 8. C. Src. 704. The policy and the primary purpose de- 


891y. L 
45 Stat. 698. clared n section 7 of the Merchant Marine Act, 1920 
[U. S. C., Title 46, § 866], are hereby reaffirmed. 


SHIP OPERATIONS 


alae Src. 705. In the allocations of the operations of the 
45 Stat.698. ships, the Shipping Board shall distribute them as far 


as possible and without detriment to the service among 
the various ports of the country. 


SHORT TITLE 


aC. Sec. 706. This Act may be cited as the “Merchant 
45 Stat. 698. Marine Act, 1928.” 








APPENDIX I 


Pusiic Laws or THE 82p, 8383p AND 84TH CoNnGREsS AMENDING THE 
Mercuant Marine Act, 1936, rae Mercuant Sure Saves Act oF 


1946 AND THE Suip Morteage Act, 1920 


82D CONGRESS 


Public Law 571 (66 Stat. 737), amends section 511, Merchant 
Marine Act, 1936—extends time for use of construction re- 
eerve. TUNGSud . L500 ca itcou eel ewe Zak. Jete, Jo Soe wal 

Public Law 586 (66 Stat. 760), long-range bill—amends sec- 
tions 501, 503, 504, 507, 509, 510, 511, 605, 606, 607, 805, and 
905—Merchant Marine Act, 1936___-.-----------.--------- 


83D CONGRESS 


Public Law 288, 83d Cong. (67 Stat. 626), amends title XI, 
Bectenent TRANG AMG, INGOs sh dels ewe nn enone eeeoces 
Public Law 447 (68 Stat. 323), amends the Ship Mortgage 
BARE TE cic nr cbisinimiglgasinitihicncs cigtonaietelaiaimaasia ane 
Public Law 574 (68 Stat. 680), amends section 510, Merchant 
Marine Act, 1936—provides a national-defense reserve of 
tankers, and promotes construction of new tankers___----- 
Public Law 664 (68 Stat. 832), amends section 901, Merchant 
Marine Act, 1936—provides permanent legislation for 50-50 
provision for tramtGntGtIOt ceo nn cence sonenccensete 
Public Law 757 (68 Stat. 1050), amends section 5 (f) (1), 
Merchant Ship Sales Act of 1946—domestic charter_-_-___- 
Public Law 781 (68 Stat. 1267), amends title XI, Merchant 
Marine Act, 1936—to facilitate private financing of new ship 
COGIC I kn: icinsincninietiacnndicinssaisttlaiiacetbas tie esanemeeandae aii 


84TH CONGRESS 


Public Law 209 (69 Stat. 440), amends title XII, Merchant 
Marine Act, 1936—war-risk insurance..__--.-.-_.----_-- 
Public Law 415 (70 Stat. 25), amends section 216 (b), Mer- 
chant Marine Act, 1936—-Merchant Marine Academy-_--_-_---- 
Public Law 515 (70 Stat. 148), amends section 606 (5), Mer- 
chant Marine Act, 1936—10-year recapture period_-__------- 
Public Law 538 (70 Stat. 187), amends section 901, Merchant 
Marine Act, 1936, by adding subsection (c)—transportation 
of privately GUUIE, FRII aio orien nen seek ciate 
Public Law 612 (70 Stat. 332), amends title II, Merchant Ma- 
rine Act, 1936, by adding a new section 212 (A)—filing vessel 
utilization and performance TOUTE. 6 nen ncennbiencnietiiin 
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Public Law 613 (70 Stat. 332), amends section 1103 (d) of title 
XI, Merchant Marine Act, 1936 (Federal ship mortgage in- 
surance)—100 percent faith backing_.---...-------------- 197 
Public Law 701 (70 Stat. 531), amends title VII, Merchant 
Marine Act, 1936, by adding a new section 715—experimental 
operation and testing of vessels owned by the United States_. 198 
Public Law 714 (70 Stat. 544), amends section 27, Merchant 
Marine Act, 1920—coastwise-trade vessels rebuilt outside 





Tinthed: Baates sciisiiak oe) hohe veiw hick thon hi he debe 200 
Public Law 805 (70 Stat. 657), amends section 502 (f), Mer- 

chant Marine Act, 1936—shipbuilding capability survey... 202 
Public Law 848 (70 Stat. 731), amends title VII, Merchant 

Marine Act, 1936—nuclear-powered merchant ship_-------- 203 


Public Law 958 (70 Stat. 984), amends sections 902, 1206 and 

1209 (a), Merchant Marine Act, 1936—merchant marine war- 

risk ‘mmpureimiilo) 00 seu SG i el eka ll 204 
Public Law 962 (70 Stat. 988), waives section 901 (b), Mer- 


Public Law 1004 (70 Stat. 1068), amends section 9 (c) (2), 
Merchant Ship Sales Act of 1946—waiver of restrictions on 
charter hire and just compensation on war-built vessels prior 
to Merchant Ship Sales Act of 1946.-..-----_--------_-_- 209 

Public Law 1017 (70 Stat. 1087), amends title XI, Merchant 

Marine Act, 1936—provides for 100 percent insurance--_--_- 





[Pusric Law 571—82p Conearess] 


[ Cuaprer 913—2p Session | 


[66 Srar. 737] 
(H. J. Res. 480] 
JOINT RESOLUTION 


To extend the time for use of construction reserve funds estab- 
lished under section 511 of the Merchant Marine Act, 1936, as 
amended. 


Resolved by the Senate and House of Representatives 
of the United States of America in Congress assembled, 
h 


at section 5 of an Act approved August 8, 1947 (Pub- 81 Stat. 917; 


lic Law 384, Eightieth nee) relating to merchant- 5) 434 1100 
marine construction reserve funds established under sec- 1¢6U.8:¢. — 
tion 511 of the Merchant Marine Act, 1936, as amended, ‘2% 

is hereby amended by striking out “March 31, 1952” and 

inserting in lieu thereof “March 31, 1953”. 


Approved July 16, 1952. 
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[ CHAPTE 2p Session | 


[66 Srar. 760] 
[S. 241] 
AN ACT 


To amend the Merchant Marine Act, 1936, as amended, to further 
promote the development and maintenance of the American 
merchant marine, and for other purposes. 


Be it enacted by the Senate and House of Representa- 
tives of the United States of America in Congress as- 
sembled, That section 501 (a) of the Merchant Marine 
Act, 1936, as amended, is amended to read as follows: 

& (a) Any citizen of the United States may make ap- 
plication to the Commission for a construction-differen- 
tial subsidy to aid in the construction of a new vessel to 
be used in the foreign commerce of the United States. 
No such application shall be approved by the Commis- 
sion unless it determines that (1) the plans and specifica- 
tions call for a new vessel which will meet the require- 
ments of the foreign commerce of the United States, will 
aid in the promotion and development of such commerce, 
and be suitable for use by the United States for national 
defense or military purposes in time of war or national 
emergency; (2) the applicant possesses the ability, ex 
perience, financial resources, and other qualifications 
necessary to enable it to operate and maintain the pro- 
posed new vessel, and (3) the granting of the aid applied 
for is reasonably calculated to replace worn-out or obso- 
lete tonnage with new and modern ships, or otherwise to 

carry out effectively the purposes and policy of this Act. 
The contract of sale, and the mortgage given to secure the 
payment of the unpaid balance of the purchase price 
shall not restrict the lawful or proper use or operation of 
the vessel except to the extent expressly required by law.” 

Sec. 2. The first sentence of section 501 (c) of such Act 
is amended to read as follows: “Any citizen of the — 
States may make application to the Commission for 
construction-differential subsidy to aid in rec snabrading 
or reconditioning any vessel that is to be used in the for- 
eign commerce of the United States.” 

Sec. 3. Section 503 of such Act is amended by (1) 
amending the third sentence to read as follows: “At the 
time of delivery of the vessel the applicant shall execute 
and deliver a first-preferred mortgage to the United 
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States to secure payment of any sums due from the appli- 
cant in respect to said vessel: Provided, That, notwith- 
standing any other provisions of law, the payment of any 
sums due in respect to a passenger vessel purchased under 
section 4 (b) of the Merchant Ship Sales Act of 1946, 
reconverted or restored for normal operation in com- 
mercial services, or in respect to a passenger vessel pur- 
chased under title V of this Act, which is delivered subse- 
quent to March 8, 1946, and which (i) is of not less than 
ten thousand gross tons, (ii) has a designed speed ap- 
yroved by the Commission but not less than eighteen 
Piste (iii) has accommodations for not less than two 
hundred passengers, and, (iv) is approved by the Secre- 
tary of Defense as being desirable for national defense 
purposes, may, with the approval of the Commission, be 
secured only by a first-preferred mortgage on said ves- 
sel.”, and (2) by inserting the following sentences im- 
mediately after the third sentence : “With the approval of 
the Commission such preferred mortgage may provide 
that the sole recourse against the purchaser of such a 
passenger vessel under such mortgage, and any of the 
notes secured thereby, shall be limited to repossession of 
the vessel by the United States and the assignment of in- 
surance claims, if the purchaser shall have complied with 
all provisions of the mortgage other than those relating 
to the payment of principal and interest when due, and 
the obligation of the purchaser shall be satisfied and 
discharged by the surrender of the vessel, and all right, 
title, and interest therein to the United States. Such ves- 
sel upon surrender shall be (i) free and clear of all liens 
and encumbrances whatsoever, except the lien of the pre- 
ferred mortgage, (ii) in class, and (iii) in as good 
order and condition, ordinary wear and tear excepted, as 
when acquired by the purchaser, except that any deficien- 
cies with respect to freedom from encumbrances, condi- 
tion, and class, may, to the extent covered by valid policies 
of insurance, be satisfied by the assignment to the United 
States of claims of the purchaser under such policies of 
insurance.” 

Src. 4. The last sentence of section 504 of such Act is 
amended to read as follows: “Such vessel shall be docu- 
mented under the laws of the United States as provided 
in section 503 of this title. The contract of sale, and the 
mortgage given to secure the payment of the unpaid bal- 
ance of the purchase price, shall not restrict the lawful 
or proper use or operation of the vessel, except to the ex- 
tent expressly required by law.” 

Sec. 5. Section 507 of such Act is amended by insert- 
ing therein after the words “foreign trade” the words “or 
domestic trade”. 

Sec. 6. Section 509 of such Act is amended by amend- 
ing that part of the fourth sentence preceding the pro- 
viso to read as follows: “In case the vessel is designed 
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to be of not less than three thousand five hundred gross 
tons and to be capable of sustained speed of not less than 
fourteen knots, the applicant shall be required to pay the 
Commission not less than 1214 per centum of the cost 
of such vessel, and in the case of any other vessel the 
applicant shall be required to pay the Commission not 
less than 25 per centum of the cost of such vessel (ex- 
cluding from such cost, in either case, the cost of national 
defense features) ; and the balance of such purchase price 
shall be paid by the applicant within twenty years in 
not to exceed twenty equal annual installments, with 
interest at 314 per centum per annum, secured by a pre- 
ferred mortgage on the vessel sold and otherwise secured 
as the Commission may determine: Provided, That, not- 
withstanding any other provisions of law, the balance of 
the purchase price of a passenger vessel constructed un- 
der this section which is delivered subsequent to March 8, 
1946, and which has the tonnage, speed, passenger accom- 
modations, and other characteristics set forth in section 
503 of this Act, may, with the approval of the Commis- 
sion, be secured as provided in such section, and the 
obligation of the purchaser of such a vessel shall be 
satisfied and discharged as provided in such section : And 
provided,”. 

Sec. 7. Paragraph (1) of section 510 (a) of such Act 
is amended by inserting before the period at the end 
thereof a colon and the following: “Provided, That until 
June 30, 1958, the term ‘obsolete vessel’ shall mean a 
vessel or vessels, each of which (A) is of not less than 
one thousand three hundred and fifty gross tons, (B) 
is not less than twelve years old, and (C) is owned by 
a citizen or citizens of the United States and has been 
owned by such citizen or citizens for at least three years 
immediately prior to the date of acquisition hereunder.” 

Sec. 8. Section 510 (d) of such Act is amended by 
adding the following sentence at the end thereof: “The 
rate for the use of the obsolete vessel shall be fixed by the 
Commission for the entire period of such use at the time 
of execution of the contract for the construction of the 
new vessel.” 

Sec. 9. Section 511 (b) of such Act is amended to read 
as follows: 

“(b) For the purposes of promoting the construction, 
reconstruction, reconditioning, or acquisition of vessels, 
or for other purposes authorized in this section, neces- 
sary to carrying out the policy set forth in title I of this 
Act, any citizen of the United States who is operatin 
a vessel or vessels in the foreign or domestic commerce o 
the United States or in the fisheries or owns in whole or 
in part a vessel or vessels being so operated, or who, at 
the time of purchase or requisition of the vessel by the 
Government, was operating a vessel or vessels so en- 
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ged or owned in whole or in part a vessel or vessels 
Soles so operated or had acquired or was having con- 
structed a vessel or vessels for the purpose of operation 
in such commerce or in the fisheries, may establish a 
construction reserve fund, for the construction, recon- 
struction, reconditioning, or acquisition of new vessels, 
or for other purposes authorized in this section, to be 
composed of deposits of proceeds from sales of vessels, 
indemnities on account of losses of vessels, earnings from 
the operation of vessels documented under the laws of 
the United States and from services incident thereto, 
and receipts, in the form of interest or otherwise, with 
respect to amounts previously deposited. Such construc- 
tion reserve fund shall be established, maintained, ex- 
pended, and used in accordance with the provisions of 
this section and rules or regulations to be prescribed 
jointly by the Commission and the Secretary of the 
Treasury.” 

Sec. 10. Section 511 (c) of such Act is amended to 
read as follows: 

“ (°) In the case of the sale or actual or constructive 
total loss of a vessel, if the taxpayer deposits an amount 
equal to the net proceeds of the sale or to the net indemn- 
ity with respect to the loss in a construction reserve fund 
established under subsection (b), then— 

“(1) if the taxpayer so elects in his income-tax 
return for the taxable year in which the gain was 
realized, or 

(2) in case a vessel is purchased or requisitioned 
by the United States, or is lost, in any taxable year 
beginning after December 31, 1939, and the taxpayer 
receives payment for the vessel so purchased or re- 

uisitioned, or receives from the United States in- 
emnity on account of such loss, subsequent to the 
end of such taxable year, if the taxpayer so elects 
prior to the expiration of sixty days after the receipt 
of the payment or indemnity, and in accordance with 
a form of election to be prescribed by the Commis- 
sioner of Internal Revenue with the approval of the 
Secretary of the Treasury, 
no gain shall be recognized to the taxpayer in respect of 
such sale or indemnification in the computation of net in- 
come for the purposes of Federal income or excess-profits 
taxes. If an election is made under subdivision (2) and 
if computation or recomputation in accordance with this 
subsection is otherwise aligwehie but is prevented, on the 
date of making such election or within six months there- 
after, by any statute of limitation, such computation or 
recomputation nevertheless shall be made notwithstand- 
ing such statute if a claim therefor is filed within six 
months after the date of making such election. 

“For the purposes of this subsection no amount shall 

be considered as deposited in a construction reserve fund 
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unless it is deposited within sixty days after it is received 
by the taxpayer. 

“As used in this subsection the term ‘net proceeds’ and 
the term ‘net indemnity’ mean the sum of (1) the ad- 
justed basis of the vessel and (2) the amount of gain 
which would be recognized to the taxpayer without re- 
gard to this subsection.” 

Src. 11. Section 511 (d) of such Act is amended to 
read as follows: 

“(d) The basis for determining gain or loss and for 
depreciation, for the purposes of Federal income or ex- 
cess profits taxes, of any new vessel constructed, recon- 
structed, reconditioned, or acquired by the taxpayer, or 
with respect to which purchase-money indebtedness is 
liquidated as provided in subsection (g), in whole or in 
part out of the construction reserve fund shall be re- 
duced by that portion of the deposits in the fund ex- 
pended in the construction, reconstruction, recondition- 
ing, acquisition, or liquidation of purchase-money in- 
debtedness of the new vessel which represents gain not 
recognized for tax purposes under subsection (c).” 

Sec. 12. Section 511 (g) of such Act is amended to 
read as follows: 

“(g) The provisions of subsections (c) and (f) shall 
apply to any deposit in the construction reserve fund 
only to the extent that such deposit is expended or obli- 
gated for expenditure, in catneinoe with rules and regu- 
lations to be prescribed jointly by the Commission and 
the Secretary of the Treasury— 

“(1) under a contract for the construction or 
acquisition of a new vessel or vessels (or in the dis- 
cretion of the Commission, for a part interest 
therein), or, with the approval of the Commission, 
for the reconstruction or reconditioning of a new 
vessel or vessels, entered into within (i) two years 
from the date of deposit or the date of any extension 
thereof which may be granted by the Commission 
pursuant to the provisions of section 511 (h), in the 
case of deposits made prior to the date on which 
these amendatory provisions become effective, or 
(ii) three years from the date of such deposit in the 
case of a deposit made after such effective date, only 
if under such rules and regulations— 

“(A) within such period not less than 12% 
per centum of the construction or contract price 
of the vessel or vessels is paid or irrevocably 
committed on account thereof and the plans and 
specifications therefor are approved by the Com- 
mission to the extent by it deemed necessary ; 
and 

“(B) in case of a vessel or vessels not con- 
structed under the provisions of this title or not 

purchased from the Commission, (i) said con- 
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struction is completed, within six months from 
the date of the construction contract, to the ex- 
tent of not less than 5 per centum thereof (or 
in case the contract covers more than one vessel, 
the construction of the first vessel so contracted 
for is so completed to the extent of not less than 
5 per centum) as estimated by the Commission 
and certified by it to the Secretary of the Treas- 
ury, and (ii) all construction under such con- 
tract is completed with reasonable dispatch 
thereafter; 

“(2) for the liquidation of existing or subsequent- 
ly incurred purchase-money indebtedness to persons 
other than a parent company of, or a company affilia- 
ted or associated with, the mortgagor on a new vessel 
or vessels within (i) two years from the date of 
deposit or the date of any extension thereof which 
may be granted by the Commission pursuant to the 
provisions of section 511 (h), in the case of deposits 
made prior to the date on which these amendatory 
provisions become effective, or (ii) three years from 
the date of such deposit in the case of a deposit made 
after such effective date.” 

Sec. 13. (a) Section 511 (h) of such Act is amended 
by striking out the proviso thereto and substituting the 
following: “Provided, That until March 31, 1953, in ad- 
dition to the extensions hereinbefore permitted, further 
extensions may be granted ending not later than Sep- 
tember 30, 1953”. 

(b) Section 511 (i) of such Act is amended by insert- 
ing after the words “portion thereof” in the second sen- 
tence the following: “with respect to a deposit made 
in any taxable year ending on or before June 30, 1945”. 

Seo. 14. Section 511 of such Act is amended by adding 
at the end thereof a new subsection to read as follows: 

“(o) The terms ‘reconstruction and reconditioning’, 
as used in this section, shall include the reconstruction, 
reconditioning, or modernization of a vessel for exclusive 
use on the Great Lakes, including the Saint Lawrence 
River and Gulf, if the Commission determines that the 
objectives of this Act will be promoted by such recon- 
struction, reconditioning, or modernization, and, not- 
withstanding any other provisions of law, such vessel 
shall be deemed to be a ‘new vessel’ within the meaning 
of this section for such reconstruction, reconditioning, or 
modernization.” : 

Src. 15. Section 605 (b) of such Act is amended to 
read as follows: 

“(b) No operating-differential subsidy shall be paid 
for the operation of a vessel that is more than twenty 
years of age except one whose life expectancy has been 
determined as provided in section 607 (b) for a period 
in no case to exceed the life expectancy determined there- 
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under, unless the Commission finds that it is to the public 
interest to grant such financial aid for the operation of 
such vessel and enters a formal order thereon, and the 
Commission shall include in each annual report a full 
report covering each case in which such exception is 
made, with the reasons therefor.” 

Sec. 16. Clause (5) of section 606 of such Act is 
amended by striking out the phrase “twenty-year life ex- 
pectancy of the subsidized vessels” and inserting in lieu 
thereof the following: “life expectancy of the subsidized 
vessels determined as provided in section 607 (b).” 

Sec. 17. Section 607 (b) of such Act is amended by 
amending that part of the second sentence preceding the 
proviso to read as follows: “In this fund the contractor 
shall deposit annually or oftener, as the Commission may 
require, an amount equal to the annual depreciation 
charges on the contractor’s vessels on which the operat- 
ing differential is being paid, such depreciation charges 
to be computed on a twenty-year life expectancy of the 
subsidized vessels, except that the life expectancy of a 
vessel which shall have been or is to be wholly or par- 
tially reconstructed or reconditioned shall upon request 
be determined jointly by the Secretary of the Treasury 
and the Commission, and the depreciation charges on 
such vessel shall be computed on the life expectancy so 
determined.” 

Sec. 18. Section 607 (d) of such Act is amended by 
saan out the phrase “being twenty years” and insert- 
tb)? thereof the following: “as provided in section 
607 (b)”. 

Sec. 19. Section 607 (g) of such Act is amended by 
adding at the end thereof the following new sentence: 
“If a voluntary deposit of earnings approved by the 
Commission under this subsection after December 31, 
1950, results in an overpayment of Federal taxes for any 
year, interest shall not be allowed on such overpayment 
for any period prior to the date of approval of the de- 
posit by the Commission.” 

Sec. 20. Section 805 (c) of such Act is amended to 
read as follows: 

“(c) In determining the rights and obligations of any 
contractor under a contract authorized by title VI or 
title VII of this Act, no salary for personal services in 
excess of $25,000 per annum paid to a director, officer, 
or employee by said contractor, its affiliates, subsidiary, 
or associates, shall be taken into account. The term ‘di- 
rector’, ‘officer’, or ‘employee’ shall be construed in the 
broadest sense. The term ‘salary’ shall include wages and 
allowances of compensation in any form for personal 
services which will result in a director, officer, or em- 

loyee receiving total compensation for his personal serv- 
ices from such sources exceeding in amount or value 
$25,000 per annum. 
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Sec. 21. Section 905 of such Act is amended by add- 
ing at the end thereof a new subsection to read as follows: 

‘(e) The terms ‘United States Maritime Commission’ 
and ‘Commission’ shall mean the Secretary of Commerce, 
the Maritime Administrator, or the Federal Maritime 
Board as the context may require to conform to Reor- 
ganization Plan Numbered 21 of 1950, effective May 24, 
1950. 

Approved July 17, 1952. 
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[ Pustic Law 288 '—83p Coneress | 


[Cuaprer 513—Ilsr Session | 
[67 Srar. 626] 


[H. R. 6441] 
AN ACT 


To amend certain provisions of title XI of the Merchant Marine 
Act of 1936, as amended, to facilitate private financing of new 
ship construction, and for other purposes. 

Be it enacted by the Senate and House of Representa- 
tives of the United States of America in Congress assem- 
bled, That section 1103 of the Merchant Marine Act, 1936, 
as amended (U. S. C., title 46, sec. 1273), is amended by 
inserting “(a)” after the section number ; and by inserting 
after the word “provided” and before the words ‘ ‘any 
mortgage offered” the words “90 per centum of the unpaid 
balance ¢ of”; and by striking out the last sentence thereof, 
and inserting at the end of the section the following: 

“(b) The Secretary of Commerce is further authorized 
under such terms and conditions as he may prescribe not 
inconsistent with the provisions of this title, to insure 
against loss not to exceed 90 per centum of the unpaid 
balance of principal of loans and advances of credit made 
to finance the construction, reconstruction, or recondi- 
tioning of vessels with respect to which he is authorized 
to provide mortgage insurance under sections 1101 to 
1109, inclusive: Provided, however, That the insurance 
authorized by this title may not be issued unless the Sec- 
retary of Commerce finds that the interest rate of the loan 
or mortgage to be insured is substantially less than the 
going interest rates generally charged for uninsured ship 
construction loans or ship mortgages of similar character 
and in the same area. 

“(c) The aggregate amount of insurance of principal 
obligations of all mortgages and loans under this 
title and outstanding at any one time shall not exceed 
$100,000,000.” 

Src. 2. Section 1104 (a) (2) and (8) of such Act, as 
amended (U.S. C. title 46, sec. 1274), is amended— 

(1) by inserting in paragraph (2) after the words 
“financed by the Joan or advance” the following “or, 
in the case of vessels constructed under title V of this 
Act, involve an obligation in a principal amount 


1The amendments made by this Act were in effect until the enactment 
of Public Law 781, 83d Cong., 68 Stat. 1287, p. 178, infra. 
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which does not exceed 75 per centum of the cost of 
the vessel (exclusive of construction-differential sub- 
sidy and cost of national-defense features) ,” ; 

2) by inserting in paragraph (8) after the words 
“new loan or advance made to aid in financing” the 
words “construction of vessels under title V of this 
Act, as amended, or”; 

(3) by amending clause (c) of paragraph (8) to 
read as follows :“in foreign trade”. 

Sec. 3. Section 1105 of such Act, as amended (U.S. C., 
title 46, sec. 1275), is amended to read as follows: 

“Seo. 1105. (a) (1) In the event of the failure of the 
mortgagor to pay the principal or interest under an in- 
sured mortgage giving the mortgagee the right to fore- 
close, and failure on the part of the mortgagor to correct 
the default within thirty days, the mortgagee, provided 
an assignment of the mortgage and of the notes, bonds, 
or other evidences of indebtedness secured by the mort- 
gage, and of all collateral held by the mortgagee securing 
such mortgage be tendered to the Secretary of Commerce 
at or before the expiration of forty-five days from the 
date of such default, shall thereupon have the right to 
demand payment of the insured portion of the unpaid 
balance of principal of said mortgage. If within a period 
of sixty days from date of such default, the Secretary of 
Commerce finds that there has been a failure to pay prin- 
cipal or interest under the mortgage or that such failure 
has not been corrected within the said thirty days, he 
shall accept the assignment and promptly pay to the 
mortgagee the insured amount of the unpaid balance of 
principal of the said mortgage. Upon acceptance of such 
assignment, the obligations of the mortgagee to pay the 
premium charges for insurance shall cease. 

“(2) In the event of the failure of the borrower to 
pay principal or interest due under an insured loan, the 
lender shall have the benefits of insurance against loss 
provided under section 1103 (b) of this title upon com- 
pliance with the terms and conditions of such insurance. 

“(b) Any amount required to be paid by the Secre- 
tary of Commerce pursuant to subsection (a) shall be 
paid out of the fund to the extent that funds are avail- 
able therein at the time such payment becomes due, and 
to the extent such funds are not available, the Secretary 
of Commerce shall pay to the assignor of the insured 
mortgage any amount required to fully satisfy the claim, 
which amount is hereby authorized to be appropriated 
out of any money in the Treasury not otherwise 
appropriated. 

“(ce) The Secretary of Commerce shall cause the mort- 
gage to be foreclosed and shall repossess the mortgaged 
vessel forthwith, and take such other action against the 
mortgagor or any other parties liable under the mortgage 
or the collateral, that, in his discretion, may be required 
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to protect the interests of the United States and the in- 
sured lender, as they - appear, and such suits may be 
brought in the name of the United States, or in the name 
of the insured lender or assignee, and such lender or 
assignee shall make available to the United States all 
records and evidence necessary to prosecute any such 
suit. The Secretary of Commerce shall have the right 
in his discretion to accept a conveyance of title to and 
possession of the vessel from the mortgagor, and in the 
event of a sale under foreclosure proceedings, may pur- 
chase the vessel for an amount not greater than the in- 
sured portion of the unpaid balance of such mortgage or 
loan. In the event the Secretary of Commerce shall 
receive through the sale of the vessel or other collateral 
assigned to him an amount of cash in excess of the 
amount of any payment under section 1105 (a) (1) and 
the expenses of collection of such amount, he shall pay 
to the insured lender such cash amount, but not in ex- 
cess of 10 per centum of the unpaid principal amount of 
such loan or mortgage, and unpaid interest to which the 
lender is entitled under the loan. 

“(d) Notwithstanding any other provision of law re- 
ae to the acquisition, handling or disposal of prop- 
erty by the United States, the Secretary of Commerce 


shall have the right in his discretion to complete, recondi- 
tion, reconstruct, renovate, repair, maintain, operate, 
charter or sell any property acquired by him pursuant to 


the assignment as provided in this section and may place 
the mortgaged vessel in the national defense reserve or 
may sell the same upon competitive bids for not less than 
the minimum sales price provided by the Merchant Ma- 
rine Act, 1936, as amended. The buyer shall be required 
to make cash payment to the Secretary of Commerce of 
not less than 25 per centum of the sale price, and the bal- 
ance shall be paid in equal annual installments over the 
remaining period of the expected useful life of such 
vessel. Interest at the rate of 314 per centum per annum 
shall be paid on all such installments of the purchase 
price remaining unpaid. The Secretary shall also have 
the power to pursue to final collection, by way of com- 
promise or otherwise, all claims against mortgagors or 
persons liable under collateral assigned to the Secretary 
of Commerce as herein provided. 

“(e) Any contract or commitment of insurance en- 
tered into by the Secretary of Commerce under this title 
shall be final and conclusive and shall not be subject to 
avoidance by any officer, employee, or agent of the United 
States, except in case of fraud, duress, or mutual mistake 
of fact.” 

Approved August 15, 1953. 





[Pustic Law 447—83p ConGRress ] 
[Carter 419—2p Session ] 


[68 Srar. 323] 
(H. R. 6276] 
AN ACT 
To amend the Ship Mortgage Act, 1920, as amended. 


Be it enacted by the Senate and House of Representa- 
tives of the United States of America in Congress as- Foreign ship 
sembled, That section 30, subsection K, of the Act of JY U*§*to51. 
June 5, 1920, as amended, known as the Ship Mortgage 
Act, 1920 (41 Stat. 1003), is hereby amended by adding 
at the end of subsection K the following provision : 
“Foreign ship mortgages: As used in subsections K, L, 46 vu. s. c. 951- 
M, and v of this section, the term ‘preferred mortgage’ %+- 
shall include, in addition to a preferred mortgage made 
paneer to the provisions of this section, any mortgage, 
1ypothecation, or similar charge created as security upon 
any documented foreign vessel (other than a towboat, 
barge, scow, lighter, car float, canal boat, or tank vessel, 
of less than two hundred gross tons) if such mortgage, 
hypothecation, or similar charge has been duly and valid- 
ly executed in accordance with the laws of the foreign na- 
tion under the laws of which the vessel is documented and 
has been duly registered in accordance with such laws in 
a public register either at the port of registry of the vessel 
or at a central office; and the term ‘preferred mortgage 
lien’ shall also include the lien of such mortgage, hypothe- 
cation, or similar charge: Provided, however, That such 
et mortgage lien’ in the case of a foreign vessel 
shall also be subordinate to maritime liens for repairs, 
eres towage, use of drydock or marine railway, or 
other necessaries, performed or supplied in the United 
States.” 
Approved June 29, 1954. 
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[ Pustic Law 574—83p Conaress | 
[Cuaprer 664—2p Sessron | 


[68 Srar. 680] 
[S. 2408] 
AN ACT 


To amend the Merchant Marine Act, 1936, to provide a national 
defense reserve of tankers and to promote the construction of 
new tankers, and for other purposes. 


Be it enacted by the Senate and House of Representa- 
ties of the United States of America in Congress as- 
sembled, That section 510 of the Merchant Marine Act, 
1936, as amended, is amended by adding at the end there- 
of the following new subsection : 

“(h) The Secretary of Commerce is authorized until 
July 1, 1958 (subject to the provisions of this section as 
herein amended), to acquire a tanker or tankers, deter- 
mined by him to be desirable for inclusion in the national 
defense reserve, in exchange for an allowance of credit 
to be applied upon the purchase price of a new tanker 
or tankers: Provided, That each of the tankers to be 
traded in (1) is not less than one thousand three hundred 
and fifty gross tons; (2) is not less than ten years old; 
(3) is owned by a citizen or citizens of the United States; 
(4) and preference shall be given to those tankers which 
have been documented under the laws of the United 
States for not less than three years immediately preced- 
ing; and (5) is in class with respect to hull and machin- 
ery satisfactory to the Secretary of Commerce on the 
date of its physical delivery to the United States and 
shall be couliered an ‘obsolete vessel’ for purposes of 
this section: And provided further, That only a tanker 
which is constructed after the date of enactment of this 
subsection and documented under the laws of the United 
States shall be considered a ‘new vessel’ for purposes of 
this section. 

“The Secretary of Commerce is authorized to pay the 
cost of national defense features incorporated in any 
such new tanker. In the event that the United States 
acquires ownership of such new tanker, the price paid 
therefor shall not include any amount for national de- 
fense features paid for by the United States. The fore- 
going provisions shall run with the title to each new 
tanker and be binding on all owners thereof. 
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“The allowance of credit for a traded-in tanker which 
was sold under the Merchant Ship Sales Act of 1946, as 
amended, or which was eligible for a price adjustment 
under section 9 of such Act, shall be: (1) in the case of 
tankers sold under such Act, the depreciated net sales 
price paid to the United States, and (2) in the case of 
tankers which were eligible for price adjustment under 
such Act, the statutory sales price of such tanker as of 
March 8, 1946, depreciated: plus the depreciated cost of 
any additions or betterments to the tanker which were 
capitalized by the owner and allowed for Federal income 
tax purposes. Such allowance shall be determined as of 
the date the owner contracts for the construction of a new 
tanker. In each case, depreciation shall be computed on 
the basis of the life of the tanker adopted or accepted 
by the Internal Revenue Service for determining de- 
preciation for income-tax purposes to the date the owner 
contracts for the construction of a new tanker. 

“The allowance of credit for any other traded-in 
tanker shall be determined in accordance with the pro- 
visions of subsection (d) of this section. 

“Tn no event shall the amount of credit allowed under 
this subsection or subsection (d) for a traded-in tanker 
exceed the price paid by the owner for such tanker, plus 
the cost of any additions or betterments to the tanker 
capitalized by such owner and allowed for income-tax 
purposes, 

“If an owner uses any tanker traded in pursuant to 
this section subsequent to the date of the contract for 
construction of a new tanker, the allowance determined 
shall be reduced by an amount equal to depreciation for 
the period of such use and computed in accordance with 
the schedule adopted or accepted by the Internal Reve- 
nue Service. Title to the traded-in tanker shall in all 
instances vest in the United States, and the allowance of 
credit shall be applied at the time of physical delivery 
of such tanker to the United States, which shall be no 
later than ninety days after delivery of the new tanker. 
The traded-in tanker shall thereupon be placed in the 
national defense reserve subject to the provisions of sec- 
tion 11 of the Merchant Ship Sales Act of 1946, as 
amended.” 

Approved August 10, 1954. 
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[Pusric Law 664—83p Conaress } 
[ CHapTER 936—2p SessIon ] 
[68 Srat. 832] 


[S. 3233] 


AN ACT 


To amend the Merchant Marine Act, 1936, to provide permanent 
legislation for the transportation of a substantial portion of 
waterborne cargoes in United States-flag vessels. 


U. S$. merchant Be it enacted by the Senate and House of Representa- 

Carel’ eter. tives of the United States of America in Congress assem- 

ence. _ bled, That section 901 of the Merchant Marine Act, 1936, 

49 Stat. 2015. ; ‘ ° ° é 3 

46 U.S.C. as amended, is hereby amended by inserting “(a)” after 

sea “Sec. 901.” and by adding at the end of the section the 
following new subsection : 

“(b)- whenever the United States shall procure, con- 
tract for, or otherwise obtain for its own account, or shall 
furnish to or for the account of any foreign nation with- 
out provision for reimbursement, any equipment, mate- 
rials, or commodities, within or without the United 
States, or shall advance funds or credits or guarantee 
the convertibility of foreign currencies in connection with 
the furnishing of such equipment, materials, or com- 
modities, the appropriate agency or agencies shall take 
such steps as may be necessary and practicable to assure 
that at least 50 per centum of the gross tonnage of such 
equipment, materials, or commodities (computed sepa- 
rately fer dry bulk carriers, dry cargo liners, and tank- 
ers), which may be transported on ocean vessels shall be 
transported on privately owned United States-flag com- 
mercial vessels, to the extent such vessels are available at 
fair and reasonable rates for United States-flag commer- 
cial vessels, in such maner as will insure a fair and reason- 
able participation of United States-flag commercial ves- 
sels in such cargoes by geographic areas: Provided, That 
the provisions of this subsection may be waived whenever 
the Congress by concurrent resolution or otherwise, or 
the President of the United States or the Secretary of 
Defense declares that an emergency exists justifying a 
temporary waiver of the provisions of section 901 (b) 
and so notifies the Le gene agency or agencies: And 
provided further, That the provisions of this subsection 
shall not apply to cargoes carried in the vessels of the 
Panama Canal Company. Nothing herein shall repeal or 
otherwise modify the provisions of Public Resolution 
Numbered 17, Seventy-third Congress (48 Stat. 500), as 
amended.” 

Approved August 26, 1954. 





[Pustic Law 757—83p Conearess } 
{ CHaprer 1175—2p Session | 
[68 Srar. 1050] 

[H. R. 9868] 


AN ACT 


To amend the Merchant Ship Sales Act of 1946 to provide for 
the charter of passenger ships in the domestic trade. 


Be it enacted by the Senate and House of Representa- 
tives of the United States of America in Congress assem- _ 
bled, That section 5 (f) (1) of the Merchant Ship Sales 35 °F 2°25». 
Act, as amended, is amended by inserting before the 1738 (f). 
period at the ené thereof a comma and the following: 
“and may charter any war-built passenger vessel owned 
by the United States for use in the domestic trade of the 
United States, under the conditions prescribed for the 
charter of war-built cargo vessels in subeeetinit (e) of this 
section”. 

Approved August 31, 1954. 
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| Pusiic Law 781—83p Coneress | 
| CHAPTER 1265—2p Session | 
[68 Srar. 1267] 
[H. R. 9987] 
AN ACT 


To amend certain provisions of title XI of the Merchant Marine 
Act, 1936, as amended, to facilitate private financing of new 
ship construction, and for other purposes. 


Be it enacted by the Senate and House of Representa- 
tives of the United States of America in Congress as- 
sembled, That section 1101 of the Merchant Marine Act, 
1936, as amended (U.S. C., title 46, sec. 1271), is hereby 
amended to read as follows: 

“Sec. 1101. As used in this title— 

“(a) The term ‘mortgage’ includes a preferred mort- 
gage as defined in the Ship Mortgage Act, 1920, as 
amended, and a mortgage which will become a preferred 
mortgage when recorded and endorsed as required by the 
Ship Mortgage Act, 1920, as amended ; 

“(b)The term ‘loan’ includes any loan or advance of 
credit other than a mortgage loan; 

“(c) The term ‘vessel’ includes all types of passenger, 
cargo, and combination passenger-cargo carrying vessels, 
‘died, tugs, towboats, barges, and dredges documented 
under the laws of the United States, and fishing vessels 
owned by citizens of the United States; 

“(d) The term ‘mortgagee’ includes the original maker 
of a loan secured by a mortgage and his successors and as- 
signs, except that in the case of a mortgage involving a 
trust indenture and an issue of bonds or notes Piacente. 
it means the trustee designated in such trust indenture 
and his successors and assigns as trustee, but does not in- 
clude the holders of the bonds or notes issued under such 
trust indenture; and the term ‘lender’ includes the origi- 
nal maker of any loan or advance of credit other than a 
loan secured by a mortgage, and his successors and as- 
signs, except that in the case of a loan or advance of 
eredit involving a trust indenture and an issue of bonds or 
notes thereunder, it means the trustee designated in such 
trust indenture and his successors and assigns as trustee, 
but does not include the holders of the bonds or notes 
issued under such trust indenture; 

“(e) The term ‘mortgagor’ includes the original bor- 
rower under a mortgage and his successors and assigns 
approved by the Commission; and 
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“(f) The term ‘actual cost’ of a vessel as of any speci- 
fied date means the aggregate as determined by the Sec- 
retary of Commerce of (i) all amounts paid by or for 
the account of the mortgagor or borrower on or before 
that date, and (ii) all amounts which the mortgagor or 
borrower is then obligated to pay from time to time there- 
after, for the construction, reconstruction or recondition- 
ing (including designing, inspecting, outfitting, and 
equipping) of such vessel: Provided, 'That in no event, 
except for certain special a vessels as provided 
for in subsections (a) and (b) of section 1103 (46 U.S.C. 
1273), shall the Secretary of Commerce pay as insurance 
under this title an amount in excess of 90 per centum of 
75 per centum, or 90 per centum of 8744 per centum, 
as the case may be, of the amount paid by or for the 
account of the mortgagor or borrower for the construc- 
tion, reconstruction, or reconditioning (including design- 
ing, inspecting, outfitting, and equipping) of such vessel.” 

Sec. 2. Section 1102 (46 U. S. C. 1272) is amended 
to read as follows: 

“There is hereby created a Federal Ship Mortgage 
Insurance Fund (hereinafter referred to as the ‘fund’) 
which shall be used by the Secretary of Commerce as a 
revolving fund for the purpose of carrying out the pro- 
visions of this title, and there shall be allocated to such 
fund the sum of $1,000,000 out of funds made available to 
the Secretary of Commerce under the appropriation au- 
thorized by section 1109 (46 U.S. C. 1979). Moneys in 
the fund shall be deposited in the Treasury of the United 
States to the credit of the fund or invested in bonds or 
other obligations of, or guaranteed as to principal and 
interest by, the United States.” 

Sec. 3. Section 1103 (46 U. S. C. 1273) is amended 
to read as follows: 

“(a) The Secretary of Commerce, upon application 
by the mortgagor, is authorized to insure as hereinafter 
provided the interest on and 90 per centum of the unpaid 
balance of the principal of, any mortgage offered to him 
which is eligible for insurance as hereinafter provided 
and, upon such terms as the Secretary of Commerce may 
prescribe, is authorized to make commitments to insure 
any such mortgage prior to the date of execution or dis- 
bursement therein: Provided, That in the case of special 
purpose vessels certified by the Secretary of Defense to 
be essential to national defense, the Secretary of Com- 
merce may insure 100 per centum of the principal of 
and interest on any such mortgage eligible for insurance 
as hereinafter provided and upon such terms as the Sec- 
retary of Commerce may prescribe. 

“(b) The Secretary of Commerce, upon application 
by the borrower, is authorized to insure as hereinafter 
provided the interest on and 90 per centum of the unpaid 
balance of the principal of, any loan offered to him which 
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is eligible for insurance as hereinafter provided and, 
upon such terms as the Secretary of Commerce may pre- 
scribe, is authorized to make commitments to insure any 
such loan prior to the date of execution or disbursement 
thereon: Provided, That in the case of special purpose 
vessels certified by the Secretary of Defense to be essen- 
tial to national defense, the Secretary of Commerce may 
insure 100 per centum of the principal of and interest 
on any such loan eligible for insurance as hereinafter pro- 
vided and upon such terms as the Secretary of Commerce 
may prescribe. ; 

(c) Each insurance contract made under this sec- 
tion shall run to the mortgagee or lender and be for the 
benefit of such mortgagee or lender and the holders of 
the obligations secured by the mortgage or evidencing 
the loan, and if the mortgagee or lender is a trustee under 
a trust indenture, for the benefit of the holders of the 
bonds or notes issued under such trust indenture. 

“(d) The faith of the United States is solemnly 
pledged to the payment of the interest on and 90 per 
centum of the unpaid balance of the principal amount of 
each mortgage and loan insured under this title. 

“(e) The aggregate unpaid principal amount of the 
mortgages and loans insured under this section and out- 
standing at any one time shall not exceed $1,000,000,000.” 

Sec. 4. Section 1104 (46 U. S. C. 1274) is amended to 
read as follows: 

“(a) To be eligible for insurance under this title a 
mortgage, excepting as otherwise provided in section 
1106 (46 U.S. é, 1276)— 

“(1) shall have a mortgagee approved by the Sec- 
retary of Commerce as responsible and able to serv- 
ice the mortgage properly; and a mortgagor ap- 
proved by the Seandaee of Commerce as possessing 
the ability, experience, financial resources, and other 
qualifications necessary to the adequate operation 
and maintenance of the mortgaged property ; 

“(2) shall involve an obligation in a principal 
amount which does not exceed 75 per centum of the 
actual cost of the vessel, such actual cost to be deter- 
mined by the Secretary of Commerce prior to the 
execution of the mortgage and such determination 
to be conclusive for the purpose of determining the 
principal amount of the mortgage: Provided, how- 
ever, That in the case of a vessel, the size and speed 
of which are approved by the Secretary of Com- 
merce, which is sligible for mortgage aid under sec- 
tion 509 of this Act and in respect of which the mini- 
mum downpayment by the mortgagor required by 
that section would be 1214 per centum of the cost 
of such vessel, the obligation may be in an amount 
which does not exceed a7, per centum of such actual 
cost; or, in the case of vessels purchased pursuant 
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to the Merchant Ship Sales Act of 1946, as amended, 
for exclusive use on the Great Lakes, involve an obli- 

ation in a principal amount which does not exceed 
5 per centum of the net purchase price of such ves- 
sels plus 75 per centum of the amounts expended for 
altering, modifying, converting, and equipping such 
vessels in excess of that purchase price, or 75 per cen- 
tum of the amount which the Secretary of Com- 
merce estimates will be the value of such vessel so 
purchased for exclusive use on the Great Lakes when 
the reconstruction or reconditioning is completed, 
whichever is the lesser: 

“(3) shall secure bonds, notes, or other obliga- 
tions having maturity dates satisfactory to the Sec- 
retary of Commerce but not to exceed twenty years 
from the date of its execution; 

“(4) shall contain amortization provisions satis- 
factory to the Secretary of Commerce requiring pe- 
riodic payments by the mortgagor ; 

“(5) shall secure bonds, notes or other obligations 
bearing interest (exclusive of premium charges for 
insurance) at a rate not to exceed 5 per centum per 
annum on the amount of the unpaid principal at any 
time, or not to exceed 6 per centum per annum if 
the Secretary of Commerce finds that in certain 
areas or under special circumstances the mortgage 
or lending market demands it; 

“(6) shall provide, in a manner satisfactory to 
the Secretary of Commerce, for the application of 
the mortgagor’s periodic payments to amortization 
of the principal of the mortgage, exclusive of the 
amount allocated to interest; 

“(7) shall contain such terms and provisions with 
respect to the construction, reconstruction, recondi- 
tioning, maintenance, purchase of a vessel for use on 
the Great Lakes pursuant to the Merchant Ship Sales 
Act of 1946, as amended, or operation of the prop- 
erty, repairs, alterations, payment of taxes, insur- 
ance, delinquency charges, revisions, foreclosure pro- 
ceedings, anticipation of maturity, additional and 
secondary liens, and other matters pertinent to the 
security as the Secretary of Commerce may pre- 
scribe ; 

“(8) shall secure a loan made to aid in financing, 
including payment of loans previously made to f 
nance, and, reimbursement of the mortgagor for 
expenditures previously made for, construction (in- 
cluding designing, inspecting, outfitting, and equip- 
ping) of vessels under title V of this Act, as amended, 
or the purchase by citizens of the United States of 
vessels for use on the Great Lakes pursuant to the 
Merchant Ship Sales Act of 1946, as amended, or 
the construction, reconstruction, or reconditioning 
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(including designing, inspecting, outfitting and 
equipping), subsequent to the enactment of this title, 
of vessels owned by citizens of the United States 
which are designed principally for commercial use 
(a) in the coastwise or intracoastal trade; (b) on the 
Great Lakes, or on bays, sounds, rivers, harbors, or 
inland lakes of the United States; (c) in foreign 
trade; or (d) in the fishing trade or industry ; 

“(9) shall provide that the mortgagor shall pay 
to the mortgagee the amount required for the pay- 
ment of each mortgage insurance premium charge 
at least sixty days before the payment of such pre- 
mium charge to the Secretary of Commerce is due, 
and shall Faith provide that the failure of the 
mortgagor to make such payment shall be a default 
under the mortgage ; 

“(10) may, in the case of a passenger vessel having 
the tonnage, speed, passenger accommodations and 
other characteristics set forth in title V of this Act, 

ee a as amended, with the approval of the Federal Mari- 
time Board, provide that the sole recourse against 
the mortgagor of the United States as assignee of 

the mortgage for the payment of the principal of, 

and interest on, the mortgage and the bonds, notes 

or other obligations secured thereby shall be limited 

to repossession of the vessel and the assignment of 
insurance claims and that the obligation of the 
mortgagor for such principal and interest shall be 

satisfied and discharged by the surrender of the 

vessel and all right, title and interest therein to the 

United States: Provided, 'That the vessel upon sur- 

render shall be (i) free and clear of all liens and 

| 





encumbrances whatsoever except the lien of the pre- 
ferred mortgage, (ii) in class and (iii) in as good 
order and condition, ordinary wear and tear ex- 
cepted, as when acquired by the mortgagor, except 
that any deficiencies with respect to freedom from 
encumbrances, condition and class may, to the extent 
covered by valid policies of insurance, be satisfied by 
the assignment to the United States of claims of the 
mortgagor under such policies; and 

“(11) shall contain such other provisions as may 
be agreed upon between the mortgagor and mort- 
gagee, which are not inconsistent with the provi- 
sions of the preceding paragraphs of this subsec- 
tion (a) and which are not disapproved by the Sec- 
retary of Commerce. 

Loans. “(b) To be eligible for insurance under this title a 
loan— 

(1) shall be made by a lender approved by the | 
Secretary of Commerce to a borrower approved by 
the Secretary of Commerce as possessing the ability, 
experience, financial resources and other qualifica- 








MERCHANT MARINE ACTS 183 


tions necessary to the adequate operation and main- 
tenance of the property; 

“(2) shall be made to aid in financing, including 
payment of loans previously made to finance, and 
reimbursement of the borrower for omerenice 
previously made for construction (including de- 
signing, Inspecting, outfitting and equipping) of 
vessels under title V of this Act, as amended, or for 
the construction, reconstruction or reconditioning 
(including designing, inspecting, outfitting and 
equipping) subsequent to the enactment of this title, 
of vessels owned by citizens of the United States 
which are designed principally for commercial use 
(a) in the coastwise or intercoastal trade; (b) on 
the Great Lakes or on bays, sounds, rivers, harbors, 
or inland lakes of the United States; (c) in foreign 
trade; or (d) in the fishing trade or industry ; 

“(3) shall be payable prior to or simultaneously 
with the execution of the mortgage; 

“(4) shall provide that no advance shall be made 
thereunder unless the sum of such advance and the 

rincipal amount of all other advances under insured 
lune then outstanding at the time of said advance 
shall be less than 75 per centum of the actual cost 
of such vessel, such actual cost to be determined by 
the Secretary of Commerce and such determination 
to be conclusive for the purpose of determining the 
principal amount of the loan; 

“(5) shall provide that the borrower shall pay to 
the lender the amount required for the payment of 
each loan insurance premium charge at least sixty 
days before the payment of such premium charge to 
the Secretary of Commerce is due, and which shall 
further provide that the failure of the borrower to 
make such payment shall give the lender the right to 
mature the loan; 

“(6) shall bear interest at an average interest rate Interest. 
not to exceed the maximum rate permitted by para- 
graph (5) of subsection (a) of this section; and 

“(7) shall contain such other provisions as may be 
agreed upon between the borrower and the lender 
which are not inconsistent with the provisions of the 
preceding paragraphs of this subsection (b) and 
which are not disapproved by the Secretary of 
Commerce. 

“(c) Nocommitment to insure a mortgage or loan shall] Restrictions 
be made by the Secretary of Commerce unless he finds, 
at or prior to the time such commitment is made, that the 
property or project with respect to which the mortgage 
or loan will be executed will be, in his opinion, economi- 
ally sound, and no mortgage or loan, unless made pur- 
suant to a prior commitment, shall be insured unless the 
Secretary of Commerce finds, at or prior to the time the 
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insurance becomes effective, that the property or project 
with respect to which the mortgage or the loan is executed 
will be in his opinion economically sound. 

“(d) The Secretary of Commerce is authorized to fix 
a premium charge for the insurance of mortgages and 
loans under this title. In the case of any mortgage in- 
sured under section 1103 (a) (46 U.S. C. 1273 (a) ), such 
charge shall not be less than one-half of 1 per centum 
per annum nor more than 1 per centum per annum of 
the average oe amount of the mortgage outstand- 
ing. In the case of loans insured under section 1103 (b) 
(46 U.S. C. 1273 (b)), such charge shall not be less than 
one-quarter of 1 per centum per annum nor more than 
one-half of 1 per centum per annum of the average princi- 
pal amount of the loan outstanding. Premium payments 
shall be made when moneys are first advanced under the 
mortgage or loan agreement and on each anniversary date 
thereafter. All such premium charges shall be computed 
and shall be payable to the Secretary of Commerce under 
such regulations as the Secretary of Commerce may 
prescribe. 

“(e) The Secretary of Commerce shall charge and col- 
lect such amounts as he may deem reasonable for the 
investigation of applications for insurance, for the ap- 
praisal of properties offered for insurance, for the is- 
suance of commitments, and for the inspection of such 
ee during construction, reconstruction, or recon- 

itioning : Provided, That such charges shall not aggre- 
gate more than one-half of 1 per centum of the original 
orincipal amount of the mortgage or loan to be insured. 

nless otherwise agreed, the charge for any such services 
shall be paid by the mortgagor or the borrower. 

“(f) All moneys received under the provisions of sec- 
tions 1101-1109 (46 U.S. C. 1271-1279) of this title shall 
be deposited in the fund.” 

Sec. 5. Section 1105 (46 U. S. C. 1275) is amended to 
read as follows: 

“(a) (1) Inthe event of any act or failure to act which 
gives the mortgagee the right to foreclose, any such 
events being herein called defaults, and failure on the 
part of the mortgagor to remove and remedy the default 
within thirty days, the mortgagee shall have the right 
(i) in the case of a default in respect of the payment of 
principal or interest or the payment of any amount to 
provide for the payment of premium charges for mort- 
gage insurance, to demand at or before the expiration of 
sixty days after any such default, and (ii) in the case of 
any other default, to demand at any time during the con- 
tinuance of such default, payment by the Secretary of 
Commerce of the insured portion of the unpaid principal 
amount of said mortgage and of the unpaid interest 
thereon to the date of payment: Provided, That an as- 
signment of the mortgage and of the obligations secured 
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by the mortgage be tendered to the Secretary of Com- 
merce at the time such demand is made. The Secret: ry 
of Commerce may at any time during the continuance of 
any default notify the mortgagee in writing, specifying 
the default, that by reason of such default the Secretary 
of Commerce intends to terminate the insurance contract 
sixty days after such notice is received by the mortgagee, 
and the mortgagee shall be entitled to demand payment 
by the Secretary of Commerce as above provided at any 
time during said sixty-day period, whether or not the de- 
fault is removed and remedied, and if the mortgagee shall 
fail to make such demand, the insurance contract may be 
terminated by the Secretary of Commerce on or after the 
expiration of such period. Within a period of thirty 
days from the date of any such demand, the Secretary of 
Commerce shall accept the assignment and promptly pay 
to the mortgagee the insured portion of the unpaid prin- 
cipal amount of said mortgage and unpaid interest 
thereon to the date of payment: Provided, That, except 
in any case in which the Secretary of Commerce has given 
notice of intention to terminate the insurance contract 
pursuant to the foregoing provisions, the Secretary of 
Commerce shall not be 1 required to accept such : assignment 
if prior to the expiration of said thirty-day period he 
shall find that there was no default or that such default 
was re smoved and remedied prior to any such demand. 
“(2) In the event of an act or failure to act which 
gives the lender the right to mature the loan, any such 
events being herein called defaults, and failure on the 
part of the borrower to remove and remedy the default 
within thirty days, the lender shall have the right (i) 
in the case of a default in respect of the payment of 
principal or interest or the payment of any amount to 
provide for the payment of premium charges for loan 
insurance, to demand at or before the expir: ition of sixty 
days after any such default, and (ii) in the case of any 
other default, to demand at any ee during the con- 
tinuance of such default, payment by the Secretary of 
Commerce of the insured portion of the unpaid principal 
amount of said loan and of the unpaid interest thereon 
to the date of payment: Provided, That an assignment 
of the loan agreement and of the obligations evidencing 
such loan be tendered to the Secretary of Commerce at 
the time such demand is made. The Secretary of Com- 
merce may at any time during the continuance of any 
default notify the lender in writing, specifying such 
default, that by reason of such default the ‘Secret: ry 
of Commerce intends to terminate the insurance con- 
tract sixty days after such notice is received by the lender, 
and the lender shall be entitled to demand payment by 
the Secretary of Commerce as above provided at any time 
during said sixty-day period, whether or not the default 
is removed and remedied, and if the lender shall fail to 
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make such demand, the insurance contract may be ter- 
minated by the Secretary of Commerce on or after the 
expiration of such period. Within a period of thirty 
days from the date of any such demand, the Secretary 
of Commerce shall accept the assignment and promptly 
pay to the lender the insured portion of the unpaid prin- 
cipal amount of said loan and unpaid interest thereon 
to the date of payment: Provided, That, except in any 
case in which the Secretary of Commerce has given notice 
of intention to terminate the insurance contract pursuant 
to the foregoing provisions, the Secretary of Commerce 
shall not be required to accept such assignment if prior to 
the expiration of said thirty-day period he shall find that 
there was no default or that such default was removed 
and remedied prior to any such demand. 

“(b) Any amount required to be paid by the Secre- 
tary of Commerce pursuant to subsection (a) of this sec- 
tion shall be paid in cash. 

“(c) (1) Inthe event the Secretary of Commerce shall 
accept the assignment of a mortgage upon the default 
of the mortgagor pursuant to subsection (a) (1) of this 
section, he may institute foreclosure proceedings and in 
connection therewith repossess the mortgaged vessel 
forthwith and, subject to the provisions of section 1104 
(a) (10) (46 U.S. C. 1274 (a) (10)), take such other 
action against the mortgagor that, in his discretion, may 
be required to protect the interests of the United States 
and of the mortgagee, as they may appear. Any suit may 
be brought in the name of the United States or in the 
name of the mortgagee and the mortgagee shall make 
available to the United States all records and evidence 
necessary to prosecute any such suit. If the Secretary 
of Commerce shall determine that the interests of the 
United States do not require foreclosure of the mortgage, 
he may make such agreement with the mortgagor as in 
the opinion of the Secretary of Commerce will result in 
remedying the defaults. The Secretary of Commerce 
shall have the right in his discretion to accept a convey- 
ance of title to and possession of the vessel from the mort- 
gagor, and in the event of a sale under foreclosure pro- 
ceedings, may purchase the vessel for an amount not 
greater than the unpaid principal amount of such mort- 
gage and unpaid interest thereon. In the event the Sec- 
retary of Commerce shall receive through the sale of 
the vessel an amount of cash in excess of any payment 
made to the mortgagee under subsection (a) (1) of this 
section and the expenses of collection of such amount, 
he shall pay to the mortgagee such cash amount to the 
extent that the mortgagee has not been made whole 
through other sources for amounts advanced to the mort- 
gagor but in no event shall such payment to the mort- 
gagee exceed 10 per centum of the unpaid principal 
amount of mortgage and the interest thereon, and any 
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excess of the amounts thus due the Government and the 
mortgagee shall be paid to the mortgagor. 

ss (2) In the event the Secretary of Commerce shall ac- 
cept the assignment of a loan agreement upon the default 
of a borrower pursuant to subsection (a) (2) of this sec- 
tion, he shall take such action against the borrower or 
any other parties liable under the loan agreement or the 
obligations evidencing such loan thereunder that, in his 
discretion, may be required to protect the interests of the 
United States and of the lender as they may appear. Any 
suit may be brought in the name of the United States or 
in the name of the lender and the lender shall make avail- 
able to the United States all records and evidence neces- 
sary to prosecute any such suit. The Secretary of Com- 
merce shall have the right in his discretion to accept a 
conveyance of title to and possession of the property 
from the borrower, and may purchase the property for 
an amount not greater than the unpaid principal amount 
of such loan and unpaid interest thereon. In the event 
the Secretary of Commerce shall receive through the sale 
of the property an amount of cash in excess of any pay- 
ment made to the lender under subsection (a) (2) of this 
section and the expenses of collection of such amount, he 
shall pay to the lender such cash amount to the extent 
that the lender has not been made whole through other 
sources for amounts advanced to the borrower but in no 
event shall such payment to the lender exceed 10 per 
centum of the unpaid principal amount of loan and the 
interest thereon, and any excess of the amounts thus due 
the Government and the lender shall be paid to the bor- 
rower. 

“(d) Notwithstanding any other provision of law re- 
lating to the acquisition, handling or disposal of prop- 
erty by the United States, the Secretary of Commerce 
shall have the right in his discretion to complete, recon- 
dition, reconstruct, renovate, repair, maintain, operate, 
charter, or sell any property acquired by him pursuant 
to the assignment as provided in this section and may 
place the mortgaged vessel in the national defense reserve 
or may sell the same upon competitive bids for not less 
than the minimum sales price provided by the Merchant 
Marine Act, 1936, as enandad: The buyer shall be re- 
quired to make cash payment to the Secretary of Com- 
merce of not less than 25 per centum of the sales price, 
and the balance shall be paid in equal annual installments 
over the remaining period of the expected useful life of 
such vessel. Interest at the rate of 314 per centum per 
annum shall be paid on all such installments of the pur- 
chase price remaining unpaid. 

“(e) Any contract or commitment of insurance en- 
tered into by the Secretary of Commerce under the pro- 
visions of this title shall not be terminated, canceled, or 
otherwise revoked for any reason, except as provided in 
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section 1105 of this title, and shall be conclusive evidence 
that the mortgage or loan complies fully with the pro- 
visions of this title and of the approval of the principal 
amount, interest rate, and all other terms of the mortgage 
or loan and of the mortgagor or borrower and of the 
mortgagee or lender; and any contract or commitment of 
insurance so entered into shall be incontestable from the 
date as of which such contract or commitment is entered 
into, except for fraud, duress, or mutual mistake of fact.” 

Sec. 6. Section 1106 (46 U.S. C. 1276) is amended to 
read as follows: 

“No provision of this title shall be construed to author- 
ize the Secretary of Commerce to insure a mortgage se- 
curing any loan or advance made prior to the enactment 
of this title, and no mortgage shall be insured for re- 
financing in whole or in part any existing mortgage in- 
debtedness except— 

“(1) where a substantial portion of the total 
amount to be secured by the new mortgage, not to 
extend beyond the maturity date of the original 
mortgage, shall be applied to new construction, re- 
conditioning, or reconstruction of one or more of the 
mortgaged vessels: Provided, however, That the ag- 
gregate amount of all mortgages insured under this 
paragraph and outstanding at any one time shall not 
exceed $20,000,000, and provided that all of the 
eligibility requirements of section 1104 (46 U.S. C. 
1274) not inconsistent with this paragraph are com- 
plied with; 

“(2) where the Secretary of Commerce has in- 
sured a mortgage under the provisions of this title, 
and the mortgagor thereafter makes application to 
the mortgagee or another lender for an additional 
loan or advance for reconditioning or reconstructing 
the mortgaged property, the Secretary of Commerce 
may insure a new mortgage, not to extend beyond 
the maturity date of the original mortgage, in the 
amount of the principal outstanding balance of the 
original mortgage plus the amount of the additional 
loan, provided the amount of the additional loan is 
within the limits of paragraph (2) of subsection (a) 
of section 1104 (46 U.S. C. 1274) and the new mort- 
gage conforms to the eligibility requirements of all 
the other paragraphs of said subsection (a) ; 

“(3) where the Secretary of Commerce has in- 
sured a mortgage under the provisions of this title, 
the Secretary SP Codunerte may insure a new mort- 
gage for the purpose of refunding such mortgage: 
Provided, That the principal amount of the new 
mortgage shall not exceed the then unpaid principal 
amount of the original mortgage; that the interest 
rate on the new mortgage shall not be higher than 
the interest rate on the original mortgage; that the 
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maturity date of the new mortgage shall not be later 
than the maturity date of the original mortgage; and 
that the new mortgage shall otherwise conform to 
the eligibility ere of subsection (a) of sec- 
tion 1104 (46 U.S. C. 1274) ; or 

“(4) the Secretary of Commerce may insure mort- 
gages given to finance the purchase of vessels there- 
tofore acquired by the fund under the provisions of 
section 1105 (46 U.S. C. 1275) and to secure loans or 
advances made for reconditioning and reconstruction 
of such vessels.” 

Src. 7. Section 1107 (46 U. S. C. 1277) is amended to 
read as follows: 

“Whoever, for the purpose of obtaining any loan or ad- 
vance of credit from any person, partnership, association, 
or corporation with the intent that such loan or advance 
of credit shall be offered to or accepted by the Secretary 
of Commerce for insurance, or for the purpose of obtain- 
ing any extension or renewal of any loan, advance of 
credit, or mortgage insured by the said Secretary of Com- 
merce, or the acceptance, release, or substitution of any 
security on such a loan, advance of credit, or for the pur- 
pose of influencing in any way the action of the said Sec- 
retary of Commerce under this title, makes, passes, utters, 
or publishes, or causes to be made, passed, uttered, or pub- 
lished any statement, knowing the same to be false, or 
alters, forges, or counterfeits, or causes or procures to be 
altered, forged, or counterfeited, any instrument, paper, 
or document, or utters, publishes, or passes as true, or 
causes to be uttered, published, or passed as true, any in- 
strument, paper, or document, knowing it to have been 
altered, forged, or counterfeited, or willfully overvalues 
any security, asset, or income, shall be guilty of a mis- 
demeanor and punished as provided under the first para- 
graph of section 806 (b) of this Act.” 

Sec. 8. Section 1108 (46 U. S. C. 1278) is amended to 
read as follows: 

“The Secretary of Commerce is authorized and directed 
to make such rules and regulations as may be deemed 
necessary or appropriate to carry out the purposes and 
provisions of this title.” 

Sec. 9. Section 1109 (46 U. S. C. 1279) is amended to 
read as follows: 

“There is hereby authorized to be appropriated the 
sum of $1,000,000 and such further sums as may be nec- 
essary to carry out the provisions of this title.” 

Approved September 3, 1954. 
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| Pusric Law 209—841rH Conaress | 


[69 Sra. 440] 


[| CHaprer 492—I1sr Session | 
[S. 741] | 


AN ACT 


To extend the provisions of title XII of the Merchant Marine Act, 
1936, relating to war risk insurance, for an additional five 
years. 


Be it enacted by the Senate and House of Representa- 
tives of the United States of America in Congress assem- 
G4 Stat. 777. = bled, 'That section 1214 of title XII of the Merchant Ma- 
_—- rine ’ Act, 1936, as amended by striking out “5” and in- 
serting in lieu thereof “10”. 
Approved August 3, 1955. 
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[ Pustic Law 415—84rn Coneress] 
[ CHaprer 64—2p Szssron ] 
[70 Srar. 25] 
[H. R. 6043] 
AN ACT 


To amend section 216 (b) of the Merchant Marine Act, 1936, as 
amended, to provide for the maintenance of the Merchant Ma- 
rine Academy. 


Be it enacted by the Senate and House of Representa- 
tives of the United States of America in Congress as- Merchant Ma- 
sembled, That section 216 (b) of the Merchant Marine fy sa¢"dsu3- 
Act, 1936, as amended (U.S. C., title 46, sec. 1126), is 
amended to read as follows: 

“(b) (1) The Secretary of Commerce shall maintain Maintenance. 
a Merchant Marine Academy at Kings Point, New York, 
for the instruction and preparation for service in the 
merchant marine of selected persons as officers thereof. 
Competitive examinations shall be held annually among 
those persons nominated as candidates to the Academy 
by Senators and Representatives. The number of vacan- 
cies allocated to each State shall be proportioned to the 
representation in Congress from that State. Appoint- 
ments from each State shall be made by the Secretary 
of Commerce from among qualified candidates nomi- 
nated from that State in the order of merit established 
by the examinations. In case vacancies remain after the 
appointments under the preceding sentence have been 
made, the Secretary of Commerce shall fill them by ap- 
pointments from qualified candidates from other States. 

“(2) In connection with such instruction and as a part Tt!ning. 
thereof, the Secretary of Commerce is authorized to pro- 
vide for training of merchant marine cadets on Govern- 
ment-owned and subsidized vessels and, in cooperation 
with other governmental and private agencies, on other 
vessels, and, for instructional purposes only, in shipyards, 
plants, and industrial and educational organizations un- 
der rules and regulations prescribed by the Secretary of 
Commerce and upon such terms as the Secretary of Com- 
merce may arrange, and expenditures incident to such 
training are hereby authorized. 

“(3) Cadets appointed to the United States Merchant Qpromtments. 
Marine Academy may be appointed by the Secretary of 
the Navy as Reserve midshipmen in the United States 
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Navy and may be commissioned as Reserve ensigns in the 
United States Navy upon graduation from the Academy. 

“(4) Cadets at the United States Merchant Marine 
Academy shall receive allowances for all required uni- 
forms and textbooks as prescribed by rules and regula- 
tions under this Act, and to transportation, including 
reimbursement of traveling expenses, while traveling un- 
der orders as a cadet. 

“(5) (a) ‘Representative’ as used in this Act shall in- 
clude Delegates to the House of Representatives from 
Alaska and Hawaii and the Resident Commissioner from 
the Commonwealth of Puerto Rico. 

“(b) ‘State’ as used in this Act shall include Territo- 
ries of Alaska, Hawaii, and the Commonwealth of Puerto 
Rico.” 

Approved February 20, 1956. 
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[ CHarrer 247—2p Sessron | 
[70 Srar. 148] 
* [H. R. 4118] 


AN ACT 


To amend section 606 (5) of the Merchant Marine Act, 1936, re- 


lating to the computation of the 10-year recapture period. 


Be it enacted by the Senate and House of Representa- 
tives of the United States of America in Congress as- 
sembled, That subdivision (5) of section 606 of the Mer- 
chant Marine Act, 1936, as amended (46 U.S. C. 1176), 
is amended to read as follows: 

“(5) that when at the end of any ten-year period 
during which an operating-differential ahalihe has 
been paid under a contract or consecutive contracts 
(such period to be computed from the end of the op- 
erator’s last completed recapture period regardless 
of its duration, or from the beginning of subsidized 

erations if the operator has not previously com- 
pleted a recapture period), or when prior to the end 
of such ten-year period subsidized operations shall 
be finally terminated, if the net profit of the con- 
tractor on his subsidized vessels and services incident 
thereto during such period or time (without regard 
to capital gains and capital losses), after deduction 
of depreciation charges based upon a life expectancy 
of the subsidized vessels determined as provided in 
section 607 (b), has averaged more than 10 per 
centum per annum upon the contractor’s capital in- 

vestment necessarily employed in the operation of 
the subsidized vessels, services, routes, and lines, the 
contractor shall pay to the United States an amount 
equal to one-half of such profits in excess of 10 per 
centum per annum as partial or complete reimburse- 
ment for operating-differential subsidy payments re- 
ceived by the contractor for such rec capture period, 
but the amount of excessive profit so recaptured shall 
not in any case exceed the amount of the operating- 
differential subsidy payments theretofore made to 
the contractor for such period under such contract or 
consecutive contracts and the repayment of such re- 
imbursement to the Commission shall be subject to 
the provisions of section 607 ;” 
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Spank of Src. 2. Each operating-differential subsidy contract in 
force on the date of enactment of this Act shall, if the 
subsidized contractor consents, be amended to conform to 
the provisions of section 606 of the Merchant Marine Act, 
1936, as amended by section 1 of this Act. 

Approved May 10, 1956. 








[Pusiic Law 5388—84rH Coneress] 





[| CHAPTER 325—2p SEssIon | 


[70 Srat. 187] 
[S. 2286] 
AN ACT 
To amend the Merchant Marine Act of 1936 so as to provide for 


the utilization of privately owned shipping services in connec- 
tion with the transportation of privately owned vehicles. 


Be it enacted by the Senate and House of Representa- 
tives of the United States of America in Congress as- 
sembled, That section 901 of the Merchant Marine Act 
of 1936, as amended, is amended by adding at the end 
thereof a new subsection as follows: 

“(c) That notwithstanding any other provision of law, 
privately owned American “shipping services may be 
utilized for the transportation of motor vehicles owned 
by Government personnel whenever transportation of 
such vehicles at Government expense is otherwise author- 
ized by law.” 

Approved May 28, 1956. 
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[ Pusrtic Law 612—84rn Conaress | 


[ CHaprer 437—2p Sesston | 
[70 Srar. 332] 


[S. 3265] 
AN ACT 


To amend title II of the Merchant Marine Act, 1936, as amended, 
to provide for filing vessel utilization and performance reports 
by operators of vessels in the foreign commerce of the United 
States. 


Be it enacted by the Senate and House of Representa- 
tives of the United States of America in Congress as- 
sembled, That title IT of the Merchant Marine Act, 1936, 
as amended (46 U.S. C. 111 1127), is amended by in- 
serting after section 219 (46 U.S. C. 1122), a new section 
212 (A) to read as follows: 

“Src. 212. (A) The operator of a vessel in waterborne 
foreign commerce of the United States shall file at such 
times and in such manner as the Secretary of Commerce 
may prescribe by regulations, such report, account, rec- 
ord, or memorandum relating to the utilization and per- 
formance of such vessel in commerce of the United States, 
as the Secretary may determine to be necessary or de- 
sirable in order to carry out the purposes and provisions 
of this Act, as amended. Such report, account, record, or 
memorandum shall be signed te verified in accordance 
with regulations prescribed by the Secretary. An opera- 
tor who does not fie the report, account, record, or memo- 
randum as required by this section and the regul: itions 
hereunder, shall be liable to the United States in a penalty 
of $50 for each day of such violation. The amount of 
any penalty imposed for any violation of this section 
upon the operator of any vessel shall constitute a lien 
upon the vessel involved in the violation, and such vessel 
may be libeled therefor in the district court of the United 
States for the district in which it may be found. The 
Secretary of Commerce may, in his discretion, remit or 
mitigate any penalty imposed under this section on such 
terms as he may deem proper.” 

Approved June 25, 1956. 








| Pusitic Law 613—84ru Conersss | 
[CHaprer 438—2p Session] 
[70 Srar. 332] 
[S. 3857] 
AN ACT 


To clarify section 1103 (d) of title XI (Federal Ship Mortgage 
Insurance) of the Merchant Marine Act, 1936, as amended. 
Be it enacted by the Senate and House of Representa- 

tives of the United States of America in Congress assem- 

bled, That effective September 3, 1954, section 1103 (d) 

of the Merchant Marine Act, 1936, as amended, is amend- 

ed to read as follows: 

“(d) The faith of the United States is solemnly 
pledged to the payment of the interest on and 90 per 
centum of the unpaid balance of the principal amount 
of each mortgage and loan insured under this title, but 
in the case of special-purpose vessels certified by the 
Secretary of Defense to be essential to national defense, 
the faith of the United States is solemnly pledged to the 
payment of the interest on and 100 per centum of the 
unpaid balance of the principal amount of each mort- 
gage and loan insured under this title if the insurance 
contract obligates the United States to pay the interest 
on and 100 per centum of the unpaid balance of the prin- 
cipal amount of such mortgage or loan.” 

Approved June 25, 1956. 
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[Pusitic Law 701—84rxH Coneoress | 
[Cuaprer 574—2p Session | 
[70 Srar. 531] 

[H. R. 11027] 

AN ACT 


To amend title VII of the Merchant Marine Act, 1936, as amended, 
to provide for experimental operation and testing of vessels 
owned by the United States. 


Be it enacted by the Senate and House of Representa- 
tives of the United States of America in Congress assem- 
bled, That title VII of the Merchant Marine Act, 1936, 
as amended (46 U. S. C., secs. 1191-1204), is amended 
by adding at the end thereof a new section to read as 
follows: 

“Src. 715. The Secretary of Commerce, for the pur- 
pose of practical development, trial, and testing, is au- 
thorized without regard to other provisions of this title 
or other laws relating to chartering and general agency 
operations, to operate, under general agency agreements 
or bareboat charter, vessels owned by the United States 
(including any national defense reserve vessel) which 
have been constructed, reconditioned, or remodeled for 
experimental or testing purposes, in the foreign or do- 
mestic trade of the United States or for use for the 
account of any agency or department of the United 
States, under such reasonable terms or conditions as the 
Secretary of Commerce determines to be necessary to 
carry out the objects of this Act: Provided, however, 
That not in excess of ten such vessels shall be operated 
and tested under the authority of this section in any one 
year. Bareboat charters entered into under this section 
shall be made at reasonable rates of charter and shall 
include such restrictions and conditions as the Secretary 
of Commerce determines to be necessary or appropriate 
to protect the public interest, including provisions for 
recapture of profits as provided for in section 709 of this 
Act, as amended. Charters and general agency agree- 
ments entered into under this section shall be reviewed 
annually for the purpose of determining whether con- 
ditions exist which would justify continuance of the 
charter or agreement. Those provisions of law pre- 
scribed or incorporated under the heading “vEssEL OpERA- 
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TIONS REVOLVING FUND” in chapter VIII of the Third 
Supplemental Appropriation Act, 1951 (Public Law 45, 
Kighty-second Congress; 65 Stat. 52, 59), which relate 
to vessel operating activities of the Secretary of Com- 
merce and to employment of seamen through general 
agents, shall be applicable in connection with charters 
and agreements entered into under this section.” 
Approved July 11, 1956. 
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[Poustic Law 714—84rH Coneress | 
| CHaprer 600—2p Session | 
[70 Srar. 544] 
[| H. R. 6025] 
AN ACT 


To amend the shipping laws, to prohibit the operation in the 
coastwise trade of vessels rebuilt outside the United States, and 
for other purposes. 

Be it enacted by the Senate and House of Representa- 
tives of the United States of America in Congress as- 
sembled, That section 27 of the Merchant Marine Act, 
1920, as amended (U.S. C., 1952 edition, title 46, sec. 
883), is further amended by inserting the following new 
proviso at the end of the first proviso thereof: “Provided 
further, That no vessel of more than five hundred gross 
tons which has acquired the lawful right to engage in the 
coastwise trade, either by virtue of having been built in 
or documented under the laws of the United States, and 
which has later been rebuilt outside the United States, its 
Territories (not including trust territories), or its pos- 
sessions shall have the right thereafter to engage in the 
coastwise trade.” 

Src. 2. If any vessel of more than five hundred gross 
tons documented under the laws of the United States, or 
last documented under such laws, is rebuilt outside the 
United States, its Territories (not including trust terri- 
tories), or its possessions, a report of the circumstances 
of such abaaidins shall be made to the Secretary of the 
Treasury upon the first arrival of the vessel thereafter at 
a port within the customs territory of the United States 
in accordance with such regulations as the Secretary may 
prescribe. If the rec uired | report is not made, the vessel, 
together with its ar le, apparel, equipment, and furni- 
ture, shall be forfeited, and the master and owner shall 

each be liable to a penalty of $200. Any penalty or for- 
feiture incurred under this Act may be remitted or miti- 
gated by the Secret: ary under the provisions of section 

294 of the Revised Statutes of the United States, as 
amended (U.S. C., 1952 edition, title 46, sec. 7). 

Src. 3. The Sec retary of the Treasury shall prescribe 
such regulations as may be necessary to carry out the pur- 
poses of this Act. 
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Sec. 4. This Act shall be effective from the date of en- 
actment hereof: Provided, however, That no vessel shall 
be deemed to have lost its coastwise privileges hereunder 
if it is rebuilt under a contract entered into before such 
date of enactment and if the work of rebuilding is com- 
menced not later than six months after such date of enact- 
ment. 

Approved July 14, 1956. 
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| Pustic Law 805— 84rH Conarerss | 
| Cuarrer 737—2p Session } 
70 Srar. 657] 
[S. 3705] 


N ACT 


To require periodic survey by the Secretary of Commerce of na- 
tional shipbuilding capability. 


Be it enacted by the Senate and House of Representa- 
tives of the United States of America in Congress as- 
sembled, That section 502 (f) of the Merchant Marine 
Act, 1936, as amended, is hereby amended by striking 
out the first sentence the reof and inserting in lieu thereof 
the following two new sentences: “The Secretary of Com- 
merce, with the advice of and in coordination with the 
Secretary of the Navy, shall periodically, as required for 
purposes of this Act, survey the existing privately owned 
shipyards capable of merchant ship. construction, or 
review available data on such shipyards if deemed ade- 
quate, to determine whether their capabilities for mer- 
chant. ship construction, including facilities and skilled 
personnel, provide an adequate mobilization base at stra- 
tegic points for purposes of national defense and na- 
tional emergency. The Secretary of Commerce, in con- 
nection with ship construction, reconstruction, recondi- 
tioning, or remodeling under title VII and section 509, 
and the Federal Maritime Board, in connection with ship 
construction, reconstruction, or reconditioning under 
title V (exc ept section 509), upon a basis of a finding 
that the award of the proposed construction, reconstruc- 
tion, reconditioning, or remodeling work will remedy an 
existing inadequacy in such mobilization base as to the 
capabilities and capacities of a shipyard or shipyards at 
a strategic point, and after taking into consideration the 
benefits accruing from st: andardized construction, the 
conditions of unemployment, and the needs and reason- 
able requirements of all shipyards, may, with the ap- 
proval of the President, allocate such construction, re- 
construction, reconditioning, or remodeling to such yard 
or yards in such manner as it may be determined to be 
fair, just, and reasonable to all sections of the country, 
subject to the provisions of this subsection.” 

Approved July 26, 1956. 








| Pusric Law 848—84rxH Conersss | 
[ Cuaprer 792—2p Sxssion | 
[70 Srat. 731] 
[H. R. 6243] 
AN ACT 


‘To amend title VII of the Marine Act, 1936, to authorize the con- 
struction of a nuclear-powered merchant ship for operation in 
foreign commerce of the United States, and for other purposes. 


Be wt enacted by the Senate and House of Representa- 
tives of the United States of America in Congress as- 
sembled, That title VII of the Merchant Marine Act, 
1936, as amended (46 U. S. C., secs. 1191-1204), is 
amended by adding at the end thereof the following new 
section : 

“Sec. 716. There is hereby authorized to be appro- 
priated to the Department of Commerce, Maritime Ad- 
ministration, and the Atomic Energy Commission, such 
sums as may be necessary, to remain available until ex- 
pended, for the construction, outfitting, and preparation 
for operation, including training of qualified personnel, 
of a nuclear-powered merchant ship capable of provid- 
ing shipping services on routes essential for maintain- 
ing the flow of the foreign commerce of the United States. 
The Maritime Administration, and the Atomic Energy 
Commission, in carrying on activities and functions un- 
der this paragraph,-may collaborate with and employ 
persons, tone. and corporations on a contract or fee basis 
for the performance of special services deemed necessary 
by such agencies in carrying on such activities and func- 
tions. The Administration may, for the same purposes, 
with the approval oft he Secretary of Commerce and 
where appropriate the Atomic Energy Commission, avail 
itself of the use of licenses, information, services, facili- 
ties, offices, and employees of any executive department, 
independent establishment, or other agency of the Gov- 
ernment, including any field service thereof.” 

Approved July 30, 1956. 
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| Pusric Law 958—841rH Coneress | 


| CHAPTER 929—2p SEsston | 


[70 Srar. 984] 
[S. 1883] 
AN ACT 


To amend the Merchant Marine Act of 1936, as amended. 


Be it enacted by the Senate and House of Representa- 
tives of the United States of America in Congress assem- 
bled, That section 1209 (a) of the Merchant Marine Act, 
1936, as amended (U. S. C., title 46, sec. 1289 (a)), is 
amended to read as follows: 

“(a) (1) The Secretary, in the administration of this 
title, may issue such policies, rules, and regulations as he 
deems proper and may adjust and pay losses, compromise 
and settle claims, whether in favor of or against the 
United States and pay the amount of any “judgment 
rendered against the United States in any suit, or the 
amount of any settlement agreed upon, in respect of any 
claim under insurance authorized by this title. 

“(2) In respect of hull insurance, the valuation in the 
»olicy for actual or constructive total loss of the vessel in- 
sured shall be a stated valuation (exclusive of National 
Defense features paid for by the Government) deter- 
mined by the Secretary which shall not exceed the amount 
that would be payable if the vessel had been requisitioned 
for title under section 902 (a) at the time of the attach- 
ment of the insurance under said policy: Provided, how- 
ever, That in the case of a construction-subsidized vessel, 
for the period of insurance prior to requisition for title or 
use, the valuation so determined shall be reduced by such 
proportion as the amount of construction subsidy paid 
with respect to the vessel bears to the entire construction 
cost and capital improvements thereof (excluding the cost 
of national defense features) , and for the period of insur- 
ance after requisition for use the valuation so determined 
shall not exceed the amount which would be payable un- 
der section 802 in the case of requisition for title or use: 
Provided further, That the insured shall have the right 
within sixty days after the attachment of the insurance 
under said policy, or within sixty days after determina- 
tion of such valuation by the Secretary, whichever is 
later, to reject such valuation, and shall pay, at the rate 
provided for in said policy, premiums upon such asserted 
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valuation as the insured shall specify at the time of re- 
jection, but such asserted valuation shall not operate to 
the prejudice of the Government in any subsequent ac- 
tion on the policy. In the event of the actual or con- 
structive total loss of the vessel, if the insured has not 
rejected such valuation the amount of any claim therefor 
which is adjusted, compromised, settled, adjudged, or 
paid shall not exceed such stated amount, but if the in- 
sured has so rejected such valuation, the insured shall 
be paid as a tentative advance only, 75 per centum of 
such valuation so determined by the Secretary and shall 
be entitled to sue the United States in a court having 
jurisdiction of such claims to recover such valuation as 
would be equal to the just compensation which such court 
determines would have been payable if the vessel had 
been requisitioned for title under section 902 (a) at the 
time of the attachment of the insurance under said pol- 
icy: Provided, however, That in the case of a construc- 
tion-subsidized vessel, the valuation determined by the 
court as such just compensation for any period of in- 
surance prior to actual requisition for title or use of the 
vessel shall be reduced by such proportion as the amount 
of construction subsidy paid with respect to the vessel 
bears to the entire construction cost and capital improve- 
ments thereof (excluding the cost of national defense 
features), and for any period of insurance after actual 
requisition for use, the valuation determined by the court 
shall be the amount which would have been payable un- 
der section 802 in the case of requisition for title: And 
provided further, That in the event of an election by the 
insured to reject the stated valuation fixed by the Secre- 
tary and to sue in the courts, the amount of the judg- 
ment will be payable without regard to the limitations 
contained in the twelfth paragraph under the heading 
Maritime Activities in title I of the Department of Com- 
merce and Related Agencies Appropriation Act, 1956, 
in the tenth paragraph under the heading Maritime Ac- 
tivities in title III of the Department of State, Justice, 
and Commerce, and the United States Information 
Agency Appropriation Act, 1955, in the eleventh para- 
graph under the heading ‘Maritime Acrtvittrs’ in title 
III of the Department of Justice, State, and Commerce 
Appropriation Act, 1954, the tenth paragraph under the 
heading ‘OrrratinG DrrrerENTIAL Sussipres’ in title II 
of the Independent Offices Appropriation Act, 1953, the 
corresponding paragraphs of the Independent Offices 
Appropriation Act, 1952, and the Third Supplemental 
Appropriation Act, 1951, although the excess of any 
amounts advanced on account of just compensation over 
the amount of the court judgment will be required to be 
refunded. In the event of such court determination, 
premiums under the policy shall be adjusted on the basis 
of the valuation as finally determined and of the rate 
provided for in said policy.” 
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Seo. 2. Section 902 (c) of the Merchant Marine Act, 
1936, as amended (U. S. C., title 46, sec. 1242 (c)), is 
amended to read as follows: 

“(c) If any property is taken and used under au- 
thority of this section, but the ownership thereof is not 
required by the United States, the Commission, at the 
time of the taking or as soon thereafter as the exigencies 
of the situation may permit, shall transmit to the person 
entitled to the possession of such property a charter set- 
ting forth the terms which, in the Commission’s judg- 
ment, should govern the relationships between the United 
States and such person and a statement of the rate of 
hire which, in the Commission’s judgment, will be just 
compensation for the use of such property and for the 
services required under the terms of such charter. If 
such person does not execute and deliver such charter 
and accept such rate of hire, the Commission shall pay 
to such person as a tentative advance only, on account 
of such just compensation a sum equal to 75 per centum 
of such rate of hire as the same may from time to time 
be due under the terms of the charter so tendered, and 
such person shall be entitled to sue the United States 
in a court having jurisdiction of such claims to recover 
such amounts as would be equal to just compensation for 
the use of the property and for the services required in 
connection with such use: Provided, however, That in 
the event of an election by such person to reject the rate 
of hire fixed by the Commission and to sue in the courts, 
the excess of any amounts advanced on account of just 
compensation over the amount of the court judgment will 
be required to be refunded. In the event of loss or dam- 
age to such property, due to operation of a risk assumed 
by the United States under the terms of a charter pre- 
scribed in this subsection, but no valuation of such vessel 
or other property or mode of compensation has been 
agreed to, the United States shall pay just compensation 
for such loss or damage, to the extent the person entitled 
thereto is not reimbursed therefor through policies of 
insurance against such loss or damage.” 

Sec. 3. The first sentence of section 902 (d) of the 
Merchant Marine Act, 1936, as amended (U. S. C., title 
46, sec. 1242 (d)) is amended to read as follows: 

“(d) In all cases, the just compensation authorized 
by this section shall be determined and paid by the Com- 
mission as soon as practicable, but if the amount of just 
compensation determined by the Commission is unsat- 
isfactory to the person entitled thereto, such person shall 
be paid, as a tentative advance only, 75 per centum of 
the amount so determined and shall be entitled to sue 
the United States to recover such amount as would equal 
just compensation therefor, in the manner provided for 

y section 24, paragraph 20, and section 145 of the Judi- 
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cial Code (U.S. C., 1946 edition, title 28, secs. 41 (20) 
and 250): Provided, however, That in the event of an 
election to reject the amount determined by the Com- 
mission and to sue in the courts, the excess of any amounts 
advanced on acount of just compensation over the amount 
of the court judgment will be required to be refunded.” 

Sec. 4. All war-risk insurance issued under title XII 
of the Merchant Marine Act, 1936, which is in force on 
the date of the enactment of this Act shall, as of the 
beginning of such date, be deemed to have been amended 
to conform to the requirements of section 1209 of the 
Merchant Marine Act, 1936, as amended by this Act un- 
less the insured, within ten days after such date, objects 
to such amendment. 

Sec. 5. The first sentence of section 1206 of the Mer- 
chant Marine Act, 1936, as amended (46 U.S. C. 1286), 
is amended by striking out the we “during any time 
the United States is at war or during any period of emer- 
gency declared to exist by the President of the United 
States.” 

Approved August 3, 1956. 
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| Pusric Law 962—84ru Conaress | 
{ CHAPTER 933 
[70 Srar. 988] 


[S. 3903] 





2p SESSION | 


AN ACT 


To amend the Agricultural Trade Development and Assistance 
Act of 1954, as amended, so as to increase the amount authorized 
to be appropriated for purposes of title I of the Act, and for 
other purposes. 

Be it enacted by the Senate and House of Representa- 
tives of the United States of America in Congress as- 
sembled, That section 103 (b) of the Agricultural Trade 
Development and Assistance Act of 1954, as amended 
(Public Law 480, Eighty-third Congress), is amended 
by striking out “$1,500,000,000” and inserting in lieu 
thereof “$3,000,000,000”. 

Sec. 2. Section 104 of the Act is amended by inserting 
after subsection (i) the following new subsection : 

“(j) For providing assistance to activities and projects 
authorized by section 203 of the United States Informa- 
tion and Educational Exchange Act of 1948, as amended 
(22 U. S. C. 1448), but no foreign currencies which are 
available under the terms of any agreement for appro- 
priation for the general use of the United States shall be 
used for the purposes of this subsection (j) without ap- 
propriation therefor.” 

Src. 3. Sales of fresh fruit and the products thereof 
under title I of the Act shall be exempt from the require- 
ments of the cargo preference laws (Public Resolution 
17, Seventy-third Congress (15 U. S. C. 616a) and sec- 
tion 901 (b) of the Merchant Marine Act, 1936 (46 
U.S. C. 1241 (b))). 

Sec, 4. Section 201 of the Act is amended by inserting 
after the w ord “urgent” wherever it occurs in said section 
the words “or extr: raordinary” : 

Approved August 3, 1956. 








| Pustic Law 1004—841rx Coneress | 
| CHapTreR 1013—2p SxssIon | 
[70 Srar. 1068 | 
[S. 3113] 
AN ACT 


To amend section 9 (c) (2) of the Merchant Ship Sales Act of 
1946, as amended. 


Be it enacted by the Senate and House of Representa- 
tives of the United States of America in Congress as- 
sembled, That section 9 (c) (2) of the Merchant Ship 
Sales Act of 1946 is hereby amended by inserting before 
“: and” at the end thereof the following proviso: “Pro- 
vided, That the provisions of this subsection (c) (2) shall 
not apply to any such charter party executed on or after 
the date of enactment of this amendatory proviso; and 
the Secretary of Commerce is directed to modify any ad- 
justment agreement to the extent necessary to conform to 
the provisions of this amendatory proviso”. 

Approved August 6, 1956. 
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| Pusiic Law 1017—S841u Conaress | 


| Cuaprer 1026—2p Sxsston | 
[70 Srar. 1087] 
[H. R. 11554] 
AN ACT 


To amend certain provisions of title XI of the Merchant Marine 
Act, 1936, as amended, to facilitate private financing of mer- 
chant vessels in the interest of national defense, and for other 
purposes. 

Be it enacted by the Senate and House of Representa- 
tives of the United States of America in ae a 
sembled, That title XI of the Merchant Marine Act, 
as amended (46 U.S. C. 1271-1279), is amended as fol 
lows: 

(a) Sections 1101 (f) and 1103 (a), and (b), are 
amended by striking out the words “90 per centum of” 
wherever those words appear in such sections. 

(b) Section 1101 (f) is amended by striking out of 
the proviso the words “except for certain special-purpose 
vessels as provided for in subsections (a) and (b) of sec- 
tion 1103 (46 U.S. C. 1273)” and the commas which im- 
mediately precede and follow those words. 

(c) Section 1103 (a) and (b) are amended by striking 
out the provisos. 

(d) Section 1103 (d) is amended to read as follows: 
“(d) The faith of the United States is solemnly pledged 
to the payment of interest on and the unpaid balance of 
the principal amount of each mortgage and loan insured 
under this title.” 

(e) Section 1105 (2) (1) and (a) (2) are amended by 
striking out the words “the insured portion of” wherever 
such words appear in those sections, 

(f{) The last sentence of section 1105 (c) (1) is 
amended to read as follows: “In the event the Secretary 
of Commerce shall receive through the sale of the vessel] 
an amount of cash in excess of any payment made to the 
mortgagee under subsection (a) ( 1) of this section, and 
the expenses of collection of such amount, he shall pay 
such excess to the borrower.” 

(g) The last sentence of section 1105 (c) (2) is 
amended to read as follows: “In the event the Secretary 
of Commerce shall receive through the sale of the prop- 
erty an amount of cash in excess of any payment made to 
the lender under subsection (a) (2) of this section and 
the expenses of collection of such amount, he shall pay 
such excess to the borrower.’ 

Approved August 7, 1956. 
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INTERCOASTAL SHIPPING ACT, 1933 
[As amended through the 84th Congress ] 


(47 Stat. 1425, chapter 199, approved March 3, 1933) 


| Norre.—See excerpts from the Transportation Act of 
1940, as amended, page 225, hereof. | 


An Act Amending the Shipping Act, 1916, as amended, for the pur- 
pose of further regulating common carriers by water in inter- 
state commerce of the United States engaged in transportation 
by way of the Panama Canal. 


Be it enacted by the Senate and House of Representa- 
tives of the United States of America in Congress as- 
sembled, That when used in this Act— 

The term “common carrier by water in intercoastal 
commerce” for the purposes of this Act shall include 
every common and contract carrier by water engaged in 
the transportation for hire of passengers or property 
between one State of the United States and any other 
State of the United States by way of the Panama Canal. 

Sec. 2. That every common carrier by water in inter- 
coastal commerce shall file with the United States Ship- 
ping Board and keep open to public inspection schedules 
showing all the rates, ete 3, and charges for or in con- 
nection with transportation between intercoastal points 
on its own route; and, if a through route has been estab- 
lished, all the rates, fares, and char ges for or in connec- 
tion with transportation between intercoastal points on 
its own route and points on the route of any other carrier 
by water. The schedules filed, and kept open to public 
inspection as aforesaid by any such carrier shall plainly 
show the places between which passengers and/or freight 
will be carried, and shall contain the classification of 
freight and of passenger accommodations in force, and 
shall also state sepat ately each terminal or other charge, 
privilege, or fac sfity, granted or allowed, and any rules 
or regulations which in anyw a” change, affect, or deter- 
mine any part or the aggregate of such aforesaid rates, 
fares, or charges, or the ae of the service rendered 
to the passenger, consignor, or consignee. Such carriers 
in establishing and fixing rates, fares, or charges may 
make equal rates, fares, or charges for similar service 
between all ports of origin and all ports of destination, 
and it shall be unlawful for any such carrier, either di- 
rectly or indirectly, through the medium of any agree- 
ment, conference, association, understanding, or other 
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wise, to prevent or attempt to prevent any such carrier 
from extending service to any publicly owned terminal 
located on any improvement project authorized by the 
Congress at the same rates which it charges at its nearest 
regular port of call. Such schedules shall be — 
printed, and copies shall be kept posted in a public and 
conspicuous place at every wharf, dock, and office of such 
carrier where passengers or freight are received for 
transportation, in such manner that they shall be readily 
accessible to the public and can be conveniently 
inspected. 

No change shall be made in the rates, fares, or 
charges, or classifications, rules, or regulations, which 
have been filed and posted as required by this section, 
except by the publication, filing, and posting as afore- 
said of a new schedule or schedules which shall become 
effective not earlier than thirty days after date of post- 
ing and filing thereof with the board, and such schedule 
or schedules shall plainly show the changes proposed 
to be made in the schedule or schedules then in force 
and the time when the rates, fares, charges, classifica- 
tions, rules, or regulations as changed are to become 
effective: Provided, That the board may, in its discre- 
tion and for good cause, allow changes upon less than 
the period of thirty days herein specified: And pro- 
vided further, That schedules or changes which pro- 
vide for extension of actual service to additional ports 
at rates of said carrier already in effect for similar serv- 
ice at the nearest port of call to said additional ports 
shall become effective immediately upon notice to the 
board. 

From and after ninety days following enactment 
hereof no person shall engage in transportation as a 
common carrier by water in intercoastal commerce un- 
less and until its schedules as provided by this section 
have been duly and properly filed and posted; nor shall 
any common carrier by water in intercoastal commerce 
charge or demand or collect or receive a greater or less 
or different compensation for the transportation of pas- 
sengers or property or for any service in connection 
therewith than the rates, fares, and/or charges which 
are specified in its schedules filed with the board and 
duly posted and in effect at the time; nor shall any such 
carrier refund or remit in any manner or by any de- 
vice any portion of the rates, fares, or charges so speci- 


fied, nor extend or deny to any person any privilege or 


facility, except in accordance with such schedules. 

The board shall by regulations prescribe the form and 
manner in which the schedules required by this section 
shall be published, filed, and posted; and the board is 
authorized to reject any schedule filed with it which is 
not in consonance with this section and with such regu- 
lations. Any schedule so rejected by the board shall be 
void and its use shall be unlawful. 
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Any violation of any provision of this section by a 
common carrier by water in intercoastal commerce shall 
be punished by a fine of not less than $1,000 nor more 
than $5,000 for each act of violation and/or for each day 
such violation continues, to be recovered by the United 
States in a civil action. 

Src. 3. Whenever there shall be filed with the board 
any schedule stating a new individual or joint rate, fare, 
or charge, or any new individual or joint classification, 
or any new individual or joint regulation or practice 
affecting any rate, fare, or charge, the board shall have, 
and it is hereby given, authority, either upon complaint 
or upon its own initiative without complaint, me. if it 
so orders without answer or other formal pleading by 
the interested carrier or carriers, but upon reasonable 
notice, to enter upon a hearing concerning the lawful- 
ness of such rate, fare, charge, classification, regula- 
tion, or practice: Provided, however, That there shall 
be no suspension of a tariff schedule or service which 
extends to additional ports, actual service at rates of 
said carrier for similar service already in effect at the 
nearest port of call to said additional port. 

Pending such hearing and the decision thereon the 
board, upon filing with such schedule and delivering to 
the carrier or carriers affected thereby a statement in 
writing of its reasons for such suspension, may from 
time to time suspend the operation of such schedule and 
defer the use of such rate, fare, charge, classification, 
regulation, or practice, but not for a longer period than 
four months beyond the time when it would otherwise 
go into effect; and after full hearing whether completed 
before or after the rate, fare, charge, classification, regu- 
lation, or practice goes into effect, the board may make 
such order with reference thereto as would be proper in 
a proceeding initiated after it had become effective. If 
the proceeding has not been concluded and an order 
made within the period of suspension, the proposed 
change of rate, fare, charge, classification, regulation, or 
practice shall go into effect at the end of such period. 
At any hearing under this paragraph the burden of proof 
to show that the rate, fare, charge, classification, regula- 
tion, or practice is just and reasonable shall be upon the 
carrier or carriers. The board shall give preference to the 
hearing and decision of such questions and decide the 
same as speedily as possible. 

Sec. 4. Whenever the Commission finds that any rate, 
fare, charge, classification, tariff, regulation, or practice 
demanded, charged, collected, or observed by any carrier 
subject to the provisions of this Act is unjust or unrea- 
sonable, it may determine, prescribe, and order enforced 
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a just and reasonable maximum or minimum, or maxi- 
mum and minimum rate, fare, or charge, or a just and 
reasonable classification, tariff, regulation or practice: 
Provided, That the minimum-rate provision of this 
section shall not apply to common carriers on the Great 
Lakes. 

Sec. 5. The provisions of this Act are extended and 
shall apply to every common carrier by water in inter- 
state commerce, as defined in section 1 of the Shipping 
Act, 1916. 

Sec. 6. That nothing in this Act shall prevent the 
‘arriage, storage, or handling of property free or at 
reduced rates, for the United States, State, or municipal 
ee tee or for charitable purposes. 

Src. 7. The provisions of the Shipping Act, 1916, as 
ienendal: shall in all respects, except as amended by this 
Act, continue to be applicable to every carrier subject 
to the provisions of this Act. 

Sec. 8. That this Act may be cited as the Intercoastal 
Shipping Act, 1933. 
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SUITS IN ADMIRALTY ACT? 


[As amended through the 84th Congress] 
(41 Stat. 525, chapter 95, approved March 9, 1920) 


An Act Authorizing suits against the United States in admiralty, 
suits for salvage services, and providing for the release of mer- 
chant vessels belonging to the United States from arrest and 
attachment in foreign jurisdictions, and for other purposes. 


Be it enacted by the Senate and House of Representa- 
tives of the United States of America in Congress assem- 
bled, That no vessel owned by the United States or by 
any corporation in which the United States or its repre- 
sentatives shall own the entire outstanding capital stock, 
or in the possession of the United States or of such cor- 
poration or operated by or for the United States or such 
corporation, and no cargo owned or possessed by the 
United States or by suc h cor poration, shall hereafter, in 
view of the provision herein made for a libel in per- 
sonam, be subject to arrest or seizure by judicial process 
in the United States or its possessions: Provided, That 
this Act shall not apply to the Panama Railroad Com- 
pany. 

Sec. 2. That in cases where if such vessel were pri- 
vately owned or operated, or if such cargo were privately 
owned and possessed, a proceeding in admiralty could be 
maintained at the time of the commencement of the ac- 
tion herein provided for, a libel in personam may be 
brought against the United States or against such cor- 
port ation, as the case may be, provided that such vessel 
is employed as a merchant vessel or is a tug boat oper- 
ated by such corporation. Such suits shall be brought 
in the district court of the United States for the district 
in which the parties so suing, or any of them, reside or 
have their principal place of business in the United 
States, or in which the vessel or cargo charged with lia- 
bility is found. The libelant shall forthwith serve a 
copy of his libel on the United States attorney for such 
district and mail a copy thereof by registered mail to ng 
Attorney General of the United States, and shall file 
sworn return of such service and mailing. Such service 
and mailing shall constitute valid service on the United 
States and such corporation. In case the United States 
or such corporation shall file a libel in rem or in per- 





1 See the Act of June 19, 1948 (Public Law 695, 80th Congress ; 62 Stat 
496). 
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sonam in any district, a cross-libel in personam may be- 
filed or a set-off claimed against the United States or 
such corporation with the same force and effect as if the 
libel had been filed by a private party. Upon applica- 
tion of either party the cause may, in the discretion of 
the court, be transferred to any other district court of 
the United States. 

Sec. 3. That such suits shall proceed and shall be 
heard and determined according to the principles of law 
and to the rules of practice obtaining in like cases be- 
tween private parties. A decree against the United 
States or such corporation may include costs of suit, 
and when the decree is for a money judgment, interest 
at the rate of 4 per centum per annum until satisfied, 
or at any higher rate which shall be stipulated in any 
contract upon which such decree shall he based. In- 
terest shall run as ordered by the court. Decrees shall 
be subject to appeal and revision as now provided in 
other cases of admiralty and maritime jurisdiction. If 
the libelant so elects in his libel the suit may proceed in 
accordance with the principles of libels in rem wherever 
it shall appear that had the vessel or cargo been privately 
owned and possessed a libel in rem might have been 
maintained. Election so to proceed shall not preclude 
the libelant in any proper case from seeking relief in 
personam in the same suit. Neither the United States 
nor such corporation shall be required to give any bond 
or admiralty stipulation on any proceeding brought 
hereunder. Any such bond or stipulation heretofore 
given in admiralty causes by the United States, the 
United States Shipping Board, or the United States 
Shipping Board Dhadoas Fleet Corporation, shall 
become void and be surrendered and canceled upon the 
filing of a suggestion by the Attorney General or other 
duly authorized law officer that the United States is 
interested in such cause, and assumes liability to satisfy 
any decree included within said bond or stipulation, and 
thereafter any such decree shall be paid as provided in 
section 8 of this Act. 

Sec. 4. That if a privately owned vessel not in the 
possession of the United States or of such corporation is 
arrested or attached upon any cause of action arising or 
alleged to have arisen from previous possession, owner- 
ship, or operation of such vessel by the United States or 
by such corporation, such vessel shall be released with- 
out bond or stipulation therefor upon the suggestion by 
the United States, through its Attorney General or other 
duly authorized law officer, that it is interested in such 
cause, desires such release, and assumes the liability for 
the satisfaction of any decree obtained by the libelant 
in such cause, and thereafter such cause shall proceed 
against the United States in accordance with the provi- 
sions of this Act. 


83894—57——-15 
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Sec. 5. That suits as herein authorized may be brought 
only within two years after the cause of action arises: 
Provided, That where a remedy is provided by this Act 
it shall hereafter be exclusive of any other action 
by reason of the same subject matter against the agent or 
employee of the United States or of any incorporated or 
unincorporated agency thereof whose act or omission gave 
rise to the claim: Provided further, That the limitations 
contained in this section for the commencement of suits 
shall not bar any suit against the United States brought 
hereunder within one year after the enactment of this 
amendatory Act if such suit is based upon a cause of 
action whereon a prior suit in admiralty or an action at 
law was timely commenced and was or may hereafter be 
dismissed solely because improperly brought against any 

erson, partnership, association, or corporation engaged 

y the United States to manage and conduct the business 
of a vessel owned or bareboat chartered by the United 
States or against the master of any such vessel: And 
provided further, That after June 30, 1932, no interest 
shall be allowed on any claim prior to the time when suit 
on such claim is brought as authorized by section 2 of this 
Act unless upon a contract expressly stipulating for the 
payment of interest. 

Sec. 6. That the United States or such corporation 
shall be entitled to the benefits of all exemptions and of 
all limitations of liability accorded by law to the owners, 
charterers, operators, or agents of vessels. 

Src. 7. That if any vessel or cargo within the purview 
of sections 1 and 4 of this Act is arrested, attached, or 
otherwise seized by process of any court in any country 
other than the United States, or if any suit is brought 
therein against the master of any such vessel for any 
cause of action arising from, or in connection with, the 
possession, operation, or ownership of any such vessel, 
or the possession, carriage, or ownership of any such 
cargo, the Secretary of State of the United States in 
his discretion, upon the request of the Attorney General 
of the United States, or any other officer duly author- 
ized by him, may direct the United States consul resid- 
ing at or nearest the place at which such action may have 
been commenced to lilo such vessel or cargo as immune 
from such arrest, attachment, or other seizure, and to 
execute an agreement, undertaking, bond, or stipulation 
for and on behalf of the United States, or the United 
States Shipping Board, or such corporation as by said 
court required, for the release of such vessel or cargo, 
and for the prosecution of any appeal; or may, in the 
event of such suits against the master of any such vessel, 
direct said United States consul to enter the appearance 
of the United States, or of the United States Shipping 
Board, or of such corporation, and to pledge the credit 
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thereof to the payment of any judgment and cost that 
may be entered in such suit. The Attorney General is 
hereby vested with power and authority to arrange with 


any bank, surety company, person, firm, or corporation pong 


in the United States, its Territories and possessions, or 
in any foreign country, to execute any such aforesaid 
bond or stipulation as surety or stipulator thereon, and 
to pledge the credit of the United States to the indem- 
nigostion of such surety or stipulator as may be re- 
quired to secure the execution of such bond or stipula- 
tion. The presentation of a copy of the judgment roll 
in any such suit, certified by the clerk of the court and 
authenticated by the certificate and seal of the United 
States consul claiming such vessel or cargo, or his suc- 
cessor, and by the certificate of the Secretary of State 
as to the official capacity of such consul, shall be sufficient 
evidence to the proper accounting officers of the United 
States, or of the United States Shipping Board, or of 
such corporation, for the allowance and payment of such 
judgments: Provided, however, That nothing in this 
section shall be held to prejudice or preclude a claim 


of the immunity of such vessel or cargo from foreign imm 


jurisdiction in a proper case. 

Sec. 8. That any final judgment rendered in any suit 
herein authorized, and any final judgment within the 
purview of sections 4 and 7 of this Act, and any arbi- 
tration award or settlement had and agreed to under the 
provisions of section 9 of this Act, shall, upon the pres- 
entation of a duly authenticated copy thereof, be paid 
by the proper accounting officers of the United States 
out of any appropriation or insurance fund or other 
fund especially available therefor. 

Sec. 9. That the Secretary of any department of the 
Government of the United States, or the United States 
oe Board, or the board of trustees of such corpora- 
tion, having control of the possession or operation of any 
merchant vessel are, and each hereby is, authorized to 
arbitrate, compromise, or settle any claim in which suit 
will lie under the provisions of sections 2, 4, 7, and 10 of 
this Act. 

Sec. 10. That the United States, and the crew of any 
merchant vessel owned or operated by the United States, 
or such corporation, shall have the right to collect and 
sue for salvage services rendered by such vessel and 
crew, and any moneys recovered therefrom by the 
United States for its own benefit, and not for the benefit 
of the crew, shall be covered into the United States 
Treasury to the credit of the department of the Gov- 
ernment of the United States, or of the United States 
Shipping Board, or of such corporation, having control 
of the possession or operation of such vessel. 
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Sec. 11. That all moneys recovered in any suit 
brought by the United States on any cause of action 
arising from, or in connection with, the possession, oper- 
ation, or ownership of any merchant vessel, or the pos- 
session, carriage, or ownership of any cargo, shall be 
covered into the United States Treasury to the credit 
of the department of the Government of the United 
States, or of the United States Shipping Board, or of 
such aforesaid corporation, having control of the vessel 
or cargo with respect to which such cause of action 
arises, for reimbursement of the appropriation, or in- 
surance fund, or other funds, from which the loss, 
damage, or compensation for which said judgment was 
recovered has been or will be paid. 

Sec. 12. That the Attorney General shall report to 
the Congress at each session thereof the suits under this 
Act in which final judgment shall have been rendered 
for or against the United States and such aforesaid cor- 
—— and the Secretary of any department of the 

overnment of the United States, and the United States 
Shipping Board, and the board of trustees of any such 
aforesaid corporation, shall likewise report the arbitra- 
tion awards or settlements of claims which shall have 
been agreed to since the previous session, and in which 
the time to appeal shall have expired or have been 
waived. 

Sec. 13. That the provisions of all other Acts incon- 
sistent herewith are hereby repealed. 








PUBLIC VESSELS ACT* 


[As amended through the 84th Congress] 
(48 Stat. 112. U.S. C., Title 46, sec. 781) 


An Act authorizing suits against the United States in admiralty 
for damage caused by and salvaze services rendered to public 
vessels belonging to the United States, and for other purposes. 


Be it enacted by the Senate and House of Repre- 
sentatives of the United States of America in Congress 
assembled, That a libel in personam in admiralty may 
be brought against the United States, or a petition im- 
pleading the United States, for damages caused by a 
public vessel of the United States, and for compensa- 
tion for towage and salvage services, including contract 
salvage, rendered to a public vessel of the United 
States: Provided, That the cause of action arose after 
the 6th day of April 1920. 

Sec. 2. That such suit shall be brought in the district 
court of the United States for the district in which the 
vessel or cargo charged with creating the liability is 
found within the United States, or if such vessel or 
cargo be outside the territorial waters of the United 
States, then in the district court of the United States 
for the district in which the parties so suing, or any of 
them, reside or have an office for the transaction of 
business in the United States; or in case none of such 

arties reside or have an office for the transaction of 

usiness in the United States, and such vessel or cargo 
be outside the territorial waters of the United States, 
then in any district court of the United States. Such 
suits shall be subject to and proceed in accordance with 
the provisions of an Act entitled “An Act authorizing 
suits against the United States in admiralty, suits for 
salvage services, and providing for the release of mer- 
chant vessels belonging to the United States from ar- 
rest and attachment in foreign jurisdictions, and for 
other purposes,” approved March 9, 1920, or any amend- 
ment thereof, in so far as the same are not inconsistent 
Sr cua except that no interest shall be allowed on 
= claim up to the time of the rendition of judgment 
ess upon a contract expressly stipulating for the 
payment of interest. 

Src. 8. That in the event of the United States filing 
a libel in rem or in personam in admiralty for damages 
caused by a privately owned vessel, the owner of such 


1 See the act of June 19, 1948 (Public Law 695, 80th Congress ; 62 Stat. 
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vessel, or his successors in interest, may file a cross libel 
in personam or claim a set-off or counterclaim against 
the United States in such suit for and on account of 
any damages arising out of the same subject matter 
or cause of action: Provided, That whenever a cross 
libel is filed for any cause of action for which the origi- 
nal libel is filed by authority of this Act, the respondent 
in the cross libel shall give security in the usual amount 
and form to respond to the claim set forth in said cross 
libel unless the court, for cause shown, shall otherwise 
direct ; and all proceedings on the original libel shall be 
stayed until such security shall be given. 

Ec. 4, That no officer or member of the crew of any 
public vessel of the United States may be subpoenaed in 
connection with any suit authorized under this Act with- 
out the consent of the secretary of the department or 
the head of any independent establishment of the Gov- 
ernment having control of the vessel at the time the 
cause of action arose, or of the master or commandin 
officer of such vessel at the time of the issuance of suc 
subpoena. 

rc. 5. That no suit may be brought under this Act 
by a national of any foreign government unless it shall 
appear to the satisfaction of the court in which suit 
is brought that said government, under similar circum- 
stances, allows nationals of the United States to sue in 
its courts. 

Seo. 6. That the Attorney General of the United 
States is hereby authorized to arbitrate, compromise, or 
settle any claim on which a libel or cross libel would 
lie under the provisions of this Act, and for which a 
libel or cross libel has actually been filed. 

Sec. 7. That any final judgment rendered on any libel 
or cross libel herein authorized, and any settlement had 
and agreed to under the provisions of section 6 of this 
Act, shall, upon presentation of a duly authenticated 
copy thereof, be paid by the proper accounting officer of 
the United States out of any moneys in the Treasury of 
the United States appropriated therefor by Congress. 

Sec. 8, Nothing contained in this Act shall be con- 
strued to recognize the existence of or as creating a lien 
against any public vessel of the United States. 

Sec. 9. The United States shall be entitled to the bene- 
fits of all exemptions and of all limitations of liability 
accorded by law to the owners, characters, operators or 
agents of vessels. 

Sec. 10. That the Attorney General of the United 
States shall report to the Congress at each session 
thereof all suits in which final judgment shall have 
been rendered and all claims which shall have been 
settled under this Act. 

Approved, March 3, 1925. 








HOME PORT ACT 


(48 Stat. 947, chapter 235, approved Feb. 16, 1925) 


An Act To establish home ports of vessels of the United States, 
to validate documents relating to such vessels, and for other 
purposes. 


Be it enacted by he Senate and House of Representa- 
tives of the United States of America in Congress as- 
sembled, That for the purposes of the navigation laws of 
the United States and of the Ship Mortgage Act, 1920, 
otherwise known as section 30 of the Merchant Marine 
Act, 1920, every vessel of the United States shall have a 
“home port” in the United States, including Alaska 
Hawaii, and Porto Rico, which yo of the owner of 
such vessel, subject to the approval of the Commissioner 
of Navigation of the Department of Commerce, shall 
specifically fix and determine, and subject to such ap- 
proval may from time to time change. Such home port 
shall be shown in the register, enrollment and license, or 
license of such vessel, which documents, respectively, are 
hereinafter referred to as the vessel’s document. The 
home port shown in the document of any vessel of the 
United States in force at the time of the approval of this 
Act shall be deemed to have been fixed and determined 
in accordance with the provisions hereof. Section 4141 
of the Revised Statutes is hereby amended to conform 
herewith. 

Src. 2. No bill of sale, conveyance, mortgage, assign- 
ment of mortgage, or hypothecation (except bottomry), 
which includes a vessel of the United States or any por- 
tion thereof, shall be valid in respect to such vessel 
against any person other than the grantor or mortgagor, 
his heirs or devisees, and any person having actual 
notice thereof, until such bill of sale, conveyance, mort- 
gage, assignment of mortgage, or hypothecation is re- 
corded in the office of the collector of customs at the 
home port of such vessel. Any bill of sale or convey- 
ance of the whole or any part of a vessel shall be re- 
corded at the home port of such vessel as shown in her 
new document. 

Sec. 3. All conveyances and mortgages of any vessel 
or any part thereof, and all documentations, recorda- 
tions, indorsements, and indexing thereof, and proceed- 
ings incidental thereto heretofore made or done, are 
hereby declared valid to the extent they would have been 
valid if the port or ports at which said vessel has in fact 
been documented from time to time had been the port 
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or ports at which it should have been documented in 
accordance with law; and this section is hereby declared 
retroactive so as to accomplish such validation: Pro- 
vided, That nothing herein contained shall be construed 
to deprive any person of any vested right. 

Sec. 4. Wherever in the Ship Mortgage Act, 1920, 
otherwise known as section 30 of the Merchant Marine 
Act, 1920, the words “port of documentation” are used 
they shall be deemed to mean the “home port” of the 
vessel, except that the words “port of documentation” 
shall not include a port in which a temporary document 
is issued. 

Src. 5. All such provisions of the Navigation Laws of 
the United States and of the Ship Mortgage Act, 1920, 
otherwise known as section 30 of the Merchant Marine 
Act, 1920, as are in conflict with this Act are hereby 
amended to conform herewith. 





TRANSPORTATION ACT OF 1940 


(excerpts) 
[As amended through the 84th Congress] 


[54 Srar. 898, ar 950] 
[Pusrrc—No. 785—76rH Concress] 
[Cuaprer 722—3p Sessron ] 


[S. 2009] 
AN ACT 


To amend the Act to regulate commerce, approved February 4, 
1887, as amended, so as to provide for unified regulation of 
carriers by railroad, motor vehicle, and water, and for other 
purposes. 


TITLE II—REGULATION OF WATER CAR- 
RIERS IN INTERSTATE AND FOREIGN 
COMMERCE 


SEC. 201. * * * PART III OF INTERSTATE COMMERCE ACT. 


“Part III 


« * * * * * * 


“REPEALS 


“Sec. 320. (a) The Shipping Act, 1916, as amended, 


and the Intercoastal Shipping Act, 1933, as amended, are 4 


hereby repealed insofar as they are inconsistent with any 


provision of this part and insofar as they provide for %4 


the regulation of, or the making of agreements relating 
to, transportation of persons or property by water in 
commerce which is within the jurisdiction of the Com- 
mission under the provisions of this part; and any other 
rovisions of law are hereby ropendak insofar as they are 
inconsistent with any provision of this part. 
“(b) Nothing in subsection (a) shall be con- 
strued to repeal— 
“(1) section 205 of the Merchant Marine Act, 
1936, as amended, or any provision of law providing 
penalties for violations of such section 2065 ; 
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“(2) the third sentence of section 2 of the Inter- 
coastal Shipping Act, 1933, as amended, as extended 
by section 5 of such Act, or any provision of law 
providing penalties for violations of such section 2; 

“(3) the provisions of the Shipping Act, 1916, as 
amended, insofar as such Act provides for the regula- 
tion of persons included within the term ‘other per- 
son subject to this Act’, as defined in such Act; _ 

“(4) sections 27 and 28 of the Merchant Marine 
Act, 1920, as amended. 


“(c) Nothing in subsection (a) shall be construed _ 
to affect the provisions of section 15 of the Shipping 
Act, 1916, so as to prevent any water carrier subject 
to the provisions of this part from entering into any 
agreement under the provisions of such section 15 
with respect to transportation not subject to the 
provisions of this part in which such carrier may be 
engaged. 

“(d) Nothing in this part shall be construed to 
affect any law of navigation, the admiralty juris- 
diction of the courts of the United States, liabilities 
of vessels and their owners for loss or damage, or 
laws respecting seamen, or any other maritime law, 
regulation, or custom not in conflict with the pro- 
visions of this part. 

“(e) Subsection (e) of section 3 of the Inland 
Waterways Corporation Act of June 7, 1924, as 
amended (U. S. C., title 49, sec. 153 (e)), is hereby 
repealed as of October 1, 1940: Provided, however, 
That (1) any certificate of public convenience and 
necessity granted to any carrier pursuant to the 
provisions of such subsection (e) shall continue in 
effect as though issued under the provisions of sec- 
tion 309 of the Interstate Commerce Act, as amend- 
ed; and (2) through routes and joint rates, and rules, 
regulations, and practices relating thereto, put into 
effect pursuant to the provisions of such subsection 
(e) shall, after the repeal of such subsection (e), be 
held and considered to have been put into effect 
pursuant to the provisions of the Interstate Com- 
merce Act, as amended. 


“TRANSFER OF EMPLOYEES, RECORDS, PROPERTY, AND 
APPROPRIATIONS 


“Sec. 321. (a) Such officers and employees of the 
United States Maritime Commission as the President 
shall determine to have been employed in the administra- 
tion of the provisions of law repealed by section 320, and 
whose retention by the United States Maritime Com- 
mission is not necessary, in the opinion of the President, 
for the performance of other duties, are transferred to 
the Interstate Commerce Commission upon such date 
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or dates as the President shall specify by Executive order. 
Such transfer of such personnel shall be without reduc- 
tion in classification or compensation, except that this 
requirement shall not operate after the end of the fiscal 
year during which such transfer is made to prevent the 
adjustment of classification or compensation to conform 
to the duties to which such transferred personnel may be 
assigned. 

“(b) All files, reports, records, tariff schedules, prop- 
erty (including office furniture and equipment), con- 
tracts, agreements, documents, or papers kept or used by, 
made to, or filed with the United States Maritime Com- 
mission under or in the administration of any provi- 
sion of law repealed by this part, are hereby transferred 
to the jurisdiction and control of the Interstate Com- 
merce Commission, and may be used for such purposes as 
the Interstate Commerce Commission may deem neces- 
sary in the administration of this part; except that in 
the case of files, reports, records, tariff schedules, con- 
tracts, agreements, documents, or papers, the retention 
of which is necessary for purposes of the administration 
by the United States Maritime Commission of matters 
within its jurisdiction, the furnishing to the Interstate 
Commerce Commission of copies thereof shall constitute 
sufficient compliance with the provisions of this sub- 
section. 

“(c) All appropriations and unexpended balances of 
appropriations available for expenditure by the United 
States Maritime Commission in the administration of 
any provision of law repealed by this part shall be avail- 
able for expenditure by the Interstate Commerce Com- 
mission for any objects of expenditure authorized by this 
part, in the discretion of the Interstate Commerce Com- 
mission, without regard to the requirement of apportion- 
ment under the Anti-Deficiency Act of February 27, 1906. 


“pXISTING ORDERS, RULES, TARIFFS, AND SO FORTH ; PENDING 
MATTERS 


“Src. 322. (a) Notwithstanding the provisions of sec- 
tion 320, or any other provision of this part, all orders, 
rules, regulations, permits, tariffs (including rates, fares, 
charges, classifications, rules, and regulations relating 
thereto), contracts, or agreements, to the extent that they 
were issued, authorized, approved, entered into, or filed 
under any provision of law repealed by this part, and are 
still in effect, shall continue in force and effect according 
to the terms thereof as though this part had not been 
enacted, except that the Commission may modify, set 
aside, or rescind any such order, rule, regulation, permit, 
tariff, contract, or agreement to the extent that it finds 
the same to be in violation of any provision of this part 
or inconsistent with the national transportation policy 
declared in this Act. 
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“(b) Any proceeding, hearing, or investigation com- 
menced or pending before the United States Maritime 
Commission at the time this section takes effect, to the ex- 
tent that it relates to the administration of any provision 
of law repealed by this part, shall be continued or other- 
wise sia upon by the Commission as though such pro- 
ceeding, hearing, or investigation had been instituted 
under the provisions of this part. 

“(c) Any pending judicial proceeding arising under 
any provision of law repealed by the provisions of this 
part shall be continued, heard, and determined in the 
same manner and with the same effect as if this part had 
not been enacted ; except that in the case of any such pro- 
ceeding to which the United States Maritime Commission 
is a party, the court, upon motion or supplemental peti- 
tion, may direct that the Commission be substituted for 
the United States Maritime Commission as a party to the 


proceeding or made an additional party thereto.” 
* * * * * * * 


TIME EFFECTIVE 


Sec. 202. Part III of the Interstate Commerce Act 
shall take effect on the date of the enactment of this Act, 
except that sections 304 (c), 305 to 308, inclusive, 309 (a) 
and (f), 313 to 318, inclusive, 320, 321, and 322 shall take 
effect on the Ist day of January 1941: Provided, however, 
That the Interstate Commerce Commission shall, if 
found by it necessary or desirable in the public interest, 
by general or special order postpone the taking effect of 
any of the provisions above enumerated to such time, but 
not beyond the 1st day of April 1942, as the Commission 
shall prescribe. 

Approved, September 18, 1940. 





CIVILIAN NAUTICAL SCHOOL ACT 
[ Pustic—No. 606—76rH Conersss] 
[ CHAPTER 837—3p SessIon | 


[54 Srar. 346] 
[H. R. 9262] 
AN ACT 


To provide for the examination of civilian nautical schools and 
for the inspection of vessels used in connection therewith, and 
for other purposes. 


Be it enacted by the Senate and House of Representa- 
tives of the United States of America in Congress 
assembled, That as used in this Act the term “civilian 
nautical school” means any school or branch thereof 
operated and conducted in the United States (except 
State nautical schools and schools operated by the United 
States or any agency thereof), which offers to persons 
quartered on board any vessel instruction for the primary 
purpose of training for service in the merchant marine. 

Sec. 2. Every civilian nautical school shall be subject 
to examination and inspection by the United States Mari- 
time Commission, and the Commission may, under such 
rules and regulations as it may prescribe, provide for the 
rating and certification of sah schools as to the ade- 
quacy of the course of instruction, the competency of the 
instructors, and the suitability of equipment used by or 
in connection with such sched 

Sec. 3. (a) All laws covering the inspection of pas- 
senger vessels in effect on the date of enactment of this 
Act are hereby made applicable to all vessels or other 
floating equipment used by or in connection with any 
civilian nautical school, whether such vessels or other 
floating equipment are being navigated or not, to such 
extent and upon such conditions as may be required by 
regulations prescribed by the Board of Supervising In- 
spectors, with the approval of the Secretary of Cale 
merce. 

(b) The Bureau of Marine Inspection and Navigation 
is authorized and directed, through such rules and regu- 
lations as the Secretary of Commerce may approve, to 
prescribe minimum standards for the size, ventilation, 

lumbing, and sanitation of quarters assigned to mem- 

ers of the crew, passengers, cadets, students, instructors, 
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or any other persons at any time quartered on board any 
vessel used by or in connection with any civilian nautical 
school. 

(c) No certificate of inspection shall be issued to any 
such vessel until and unless a board of local inspectors 
has found such vessel to be in compliance with all the re- 

uirements of this section and the regulations issued 
thereunder. Such certificates shall be subject to revoca- 
tion in the manner prescribed by section 4453 of the Re- 
vised Statutes of the United States, as amended (U.S. C., 
1934 edition, title 46. sec. 435). 

(d) On and after ninety days from the date of enact- 
ment of this Act, it shall be unlawful for any vessel to 
which the Act applies to be used by or in connection with 
any civilian nautical school unless it is in possession of a 
valid, unexpired certificate of inspection, or a valid, un- 
expired temporary certificate of inspection. 

(e) In case of the violation of this section or of any of 
the regulations issued thereunder by any vessel, or any 
owner or officer thereof, such vessel, owner, or officer shall 
be fined not more than $1,000, and such owner or officer 
may be imprisoned for not more than one year, or sub- 
jected to both fine and imprisonment. Should the owner 
of such vessel be a corporation, organization, or associa- 
tion, each officer or director participating in the violation 
shall be liable to the penalty hereinabove prescribed. 

Src. 4. The provisions of section 3 of this Act shall 
not apply to vessels of the Navy or the Coast Guard used 
by or in connection with civilian nautical schools. 

Approved, June 12, 1940. 








STATE NAUTICAL SCHOOL ACT 
[Pustic Law 191—77rH Coneress] 
[Cuaprer 327—I1sr Session } 

[55 Srar. 607] 


{H. J. Res. 139] 
JOINT RESOLUTION 


To provide suitable vessels for the use of certain State nautical 
schools, and for other purposes. 


Resolwed by the Senate and House of Representatives 
of the United States of America in Congress assembled, 
That in the administration of the Act entitled “An Act 
for the establishment of marine schools, and for other 
purposes,” approved March 4, 1911, as amended (U.S. C., 
1934 edition, title 34, secs. 1121 to 1123), the United States 
Maritime Commission may repair or recondition, equip, 
and furnish to any State maintaining a marine school or 
a nautical branch under such Act, a suitable vessel owned 
or acquired by the Commission or otherwise available for 
disposition hereunder. Any department or agency of 
the United States is hereby authorized, notwithstanding 
any other provision of law, to weed. to the Commission 
for disposition hereunder any suitable vessel which can 
be spared without detriment to the service to which such 
vessel has been assigned. All vessels furnished to States 
for the use of such schools shall be and remain the prop- 
erty of the United States, and shall be maintained in good 
repair by the Commission. 

Sec. 2. The Maritime Commission is authorized, from 
any moneys hereafter appropriated or made available to 
the Commission, to provide for the construction, by con- 
tract or otherwise, in accordance with plans and specifica- 
tions prepared by the Commission and approved by the 
Secretary of the Navy, of suitable vessels with modern 
equipment and instruments to replace vessels otherwise 
furnished to States which are maintaining schools under 
such Act. 
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Sec. 3. The maximum amount authorized to be ap- 
ays reg for any one marine school or nautical branch 
yy section 2 of such Act of March 4, 1911, as amended, 
is hereby increased from $25,000 to $50,000. Each marine 
school or nautical branch thereof, as a condition to receiv- 
ing any portion of the monetary aid authorized by said 
section 2, or the use of any vessel authorized by this joint 
resolution, shall under appropriate authority agree to 
conform to such minimum standards in regard to stu- 
dents’ entrance requirements, the staff of instructors, and 
courses of and facilities for training, as the Maritime 
Commission shall approve. Each marine school or 
nautical branch thereof, as a condition to receiving an 
portion of such monetary aid in excess of $25,000, shall 
under appropriate authority agree to admit to such 
school students resident in other States upon such terms 
and in such numbers as the Commission shall prescribe: 
Provided, That the per capita cost of students designated 
by the Maritime Commission for admission to such school 
shall be paid from the Federal funds authorized in said 
section 2 and that the total number of such students shall 
not exceed one-third of the student capacity of such 
school. 

Sec. 4. The Maritime Commission is authorized to pre- 
scribe such rules and regulations as may be necessary or 
appropriate in the administration of this joint resolu- 
tion and such Act of March 4, 1911, as amended. 

Sec. 5. The Maritime Commission is authorized to ex- 
tend the benefits of this joint resolution to a State nautical 
school, established and maintained by any State in ac- 
cordance with the applicable provisions of the Act en- 
titled “An Act for the establishment of marine schools, 
and for other purposes,” approved March 4, 1911, as 
amended, at such port as may be designated by the State. 

Approved, July 29, 1941. 








EMERGENCY FOREIGN VESSELS 
ACQUISITION ACT 


[Pustic Law 569—83p Concress ] 
[CHarter 659—2p Session] 
[68 Srar. 675] 


[S. 2371] 
AN ACT 


To extend emergency foreign merchant vessel acquisition and 
operating authority of Public Law 101, Seventy-seventh Con- 
gress, and for other purposes. 


Be it enacted by the Senate and House of Repre- 
sentatives of the United States of America in Congress 
assembled, That during any period in which vessels may 
be requisitioned under section 902 of the Merchant Ma- 
rine act, 1936, as amended, the President is authorized 
and empowered through the Secretary of Commerce to 
purchase, or to requisition, or for any part of such 
period to charter or requisition the use of, or to take over 
the title to or possession of, for such use or disposition 
as he shall direct, any merchant. vessel not owned by 
citizens of the United States which is lying idle in 
waters within the jurisdiction of the United States, 
including the Canal Zone, and which the President 
finds to be necessary to the national defense. Just 
compensation shall be determined and made to the 
owner or owners of any such vessel in accordance with 
the applicable provisions of section 902 of the Merchant 
Marine Act, 1936, as amended. Such compensation 
hereunder, or advances on account thereof, shall be de- 
posited with the Treasurer of the United States in a 
separate deposit fund. Payments for such compensa- 
tion and also for payment of any valid claim upon 
such vessel in accord with the provisions of the second 
paragraph of subsection (d) of such section 902, as 
amended, shall be made from such fund upon the cer- 
tificate of the Secretary of Commerce. 

Sec, 2. During any period in which vessels may be 
requisitioned Sele section 902 of the Merchant Marine 
Act, 1936, as amended, the President is authorized 
through the Secretary of Commerce to acquire by vol- 
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untary agreement of purchase or charter the ownership 
or use of any merchant vessel not owned by citizens of 
the United States. 

Sec. 3. (a) Any vessel not documented under the laws 
of the United States, acquired by or made available to 
the Secretary of Commerce under this Act, or otherwise, 
may, notwithstanding any other provision of law, in the 
discretion of the Secretary of the Treasury be docu- 
mented as a vessel of the United States under such rules 
and regulations or orders, and with such limitations, as 
the Secretary of the Treasury may prescribe or issue as 
necessary or appropriate to carry out the purposes and 
provisions of this Ket, and in accordance with the pro- 
visions of subsection (c) hereof, engage in the coastwise 
trade when so documented. Any document issued to a 
vessel under the provisions of this subsection shall be 
surrendered at any time that such surrender may be 
ordered by the Secretary of the Treasury. No vessel, 
the surrender of the documents of which has been so 
ordered, shall, after the effective date of such order, have 
the status of a vessel of the United States unless docu- 
mented anew. 

(b) The President may, notwithstanding any other 
provisions of law, by rilee and regulations or orders, 
waive compliance with any provision of law relating to 
masters, officers, members of the crew, or crew accommo- 
dations on any vessel documented under authority of this 
section to such extent and upon such terms as he finds 
necessary because of the lack of physical facilities on 
such vessels, and because of the need to employ aliens 
for their operation. No vessel shall cease to enjoy the 
benefits and privileges of a vessel of the United States by 
reason of the employment of any person in accordance 
with the provisions of this subsection. 

(c) Any vessel while documented under the provisions 
of this section, when chartered under this Act by the 
Secretary of Commerce to Government agencies or de- 
partments or to private operators, may engage in the 
coastwise trade under permits issued by the Secretary of 
Commerce, who is hereby authorized to issue permits for 
such purpose pursuant to such rules and regulations as 
he may prescribe. The Secretary of Commerce is hereby 
authorized to prescribe such rules and regulations as he 
may deem necessary or appropriate to carry out the pur- 
poses and provisions of this section. The second para- 
graph of section 9 of the Shipping Act, 1916, as amended, 
shall not apply with respect to vessels chartered to Gov- 
ernment agencies or departments or to private operators 
or otherwise used or disposed of under this Act. Exist- 
ing laws covering the inspection of steam vessels are 
hereby made applicable to vessels documented under this 
section only to such extent and upon such conditions as 
may be required by regulations of the Secretary of the 
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department in which the Coast Guard is operating: 
Provided, That in determining to what extent those laws 
should be made applicable, due consideration shall be 
given to the primary purpose of transporting commodi- 
ties essential to the national defense. 

(d) The Secretary of Commerce without regard to the 
provisions of section 3709 of the Revised Statutes may 
repair, reconstruct, or recondition any vessels to be 
utilized under this Act. The Secretary of Commerce 
and any other Government department or agency b 
which any vessel is acquired or chartered, or to whic 
any vessel is transferred or made available under this 
Act may, with the aid of any funds available and with- 
out regard to the provisions of said section 3709, repair, 
reconstruct, or recondition any such vessels to meet the 
needs of the services intended, or provide facilities for 
such repair, reconstruction, or reconditioning. The Sec- 
retary of Commerce may operate or charter for opera- 
tion any vessel to be utilized under this Act to private 
operators, citizens of the United States, or to any 
department or agency of the United States Government, 
without regard to the provisions of title VII of the Mer- 
chant Marine Act, 1936, and any department or agency 
of the United States Government is authorized to enter 
into such charters. 

(e) In case of any voyage of a vessel documented 
under the provisions of this section begun before the 
date of termination of an effective period of section 1 
hereof, but is completed after such date, the provisions 
of this section shall continue in effect with respect to such 
vessel until such voyage is completed. 

(f) When used in this Act, the term “documented” 
means “registered”, “enrolled and licensed”, or “licensed”. 


Approved August 9, 1954. 
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MERCHANT MARINE MEDALS ACT 
[Pusric Law 759—84rH Coneress | 
[ Cuaprer 671—2p Sessron ] 
[70 Srar. 605] 
[S. 2711] 


AN ACT 


To authorize medals and decorations for outstanding and meri- 
torious conduct and service in the United States merchant 
marine, and for other purposes. 


Be it enacted by the Senate and House of Representa- 
tives of the United States of America in Congress assem- 
bled, That (a) the Secretary of Commerce is authorized, 
under such rules and regulations as he ma pay sudan to 
provide and award with the concurrence of the Secretary 
of the Treasury: A merchant marine distinguished serv- 
ice medal to any person serving in the United States 
merchant marine who distinguishes himself by outstand- 
ing act, conduct, or valor beyond the line of duty, and a 
merchant marine meritorious service medal to any person 
serving in the United States merchant marine for meri- 
torious act, conduct, or service in line of duty, but not of 
such outstanding character as would warrant an award 
of the distinguished service medal. 

(b) No more than one distinguished service medal or 
meritorious service medal shall be awarded to any one 

erson, but for each succeeding act, conduct, or service 
justifying such an award, a suitable device may be 
awarded to be worn with the medal or ribbon. In case 
any person who so distinguishes himself or so acts or 
serves as to justify the award of a medal under this sec- 
tion dies before the award can be made to him, the award 
may be made and medal presented to such representatives 
of the deceased as the Secretary of Commerce deems 
proper. 

Sec. 2. The Secretary of Commerce is authorized to 
provide and issue, under such rules and regulations as he 
may from time to time prescribe, a distinctive service 
ribbon bar to each master, officer, or member of the crew 
of any United States ship who serves or has served after 
June 30, 1950, in any time of war, or national emergency 
proclaimed by the President or by Congress, or during an 
operation by Armed Forces of the United States outside 
the continental United States, for such period of time 
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and in such area or under such conditions of danger to 
life as the Secretary may set forth in regulations issued 
hereunder. Such bars shall be —— at cost by the 
Secretary or at reasonable prices by private persons when 
authorized for manufacture and sale by the Secretary. 
Whenever any bar presented under the provisions of this 
section is lost, destroyed, or rendered unfit for use, with- 
out fault or neglect of the owner, such bar may be re- 

laced at cost by the Secretary or at reasonable prices 
oe private persons authorized by him. 

Sec. 38. The Secretary of Commerce is authorized to 
issue, with the concurrence of the Secretary of the Treas- 
ury, a citation as public evidence of deserved honor and 
distinction to any United States ship or to any foreign 
ship which participates in outstanding or gallant, action 
in marine disasters or other emergencies for the purpose 
of saving life or property. The Secretary of Commerce 
may award a plaque to a ship so cited, and a replica 
of such plaque may be preserved, under such rules and 
regulations as the Secretary may prescribe, as a perma- 
nent historic record. The Secretary of Commerce may 
also award an appropriate citation ribbon bar to the 
master or each person serving on board such ship at the 
time of the action for which citation is made, as public 
evidence of such honor and distinction. Whenever such 
master or person would be entitled hereunder to the 
award of an additional citation ribbon, a suitable device 
shall be awarded, in lieu thereof, to be attached to the 
ribbon originally awarded. In any case of a proposed 
award or citation to a foreign ship or to a master or 
person serving aboard such ship, such award or citation 
~~ be subject to the concurrence of the Secretary of 

tate. 

Src. 4. The manufacture, sale, possession, or display of 
any insignia, decoration, medal, device, or rosette thereof, 
or any colorable imitation of any insignia, decoration, 
medal or device, or rosette, provided for in this Act, or in 
any rule or regulation issued pursuant to this Act, is 
prohibited, except as authorized by this Act or any rule 
or regulation issued pursuant thereto. Whoever violates 
any provision of this section shall be punished by a fine 
not exceeding $250 or by imprisonment not exceeding six 
months, or both. 

Sec. 5. (a) The following Acts of Congress are re- 
pealed effective July 1, 1954: 

(1) The Act entitled “To provide for the issuance of 
devices in recognition of the services of merchant sail- 
ors”, approved May 10, 1943, as amended (57 Stat. 81, 
59 Stat. 511, 60 Stat. 884; U.S. C., title 50, War, Appen- 
dix, secs. oe 

(2) The Act entitled “Providing for a medal for serv- 
ice in the merchant marine during the present war”, 
approved August 8, 1946 (60 Stat. 960; U.S. C., title 50, 
War, Appendix, secs. 754-754b). 
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(3) The Act entitled “To provide reemployment rights 
for persons who leave their positions to serve in the mer- 
chant marine, and for other purposes”, approved June 
23, 1943, as amended (57 Stat. 162, 60 Stat. 905, 60 Stat. 
945; U. S. C., title 50, War, Appendix, secs. 1471-1475). 

(b) Notwithstanding the repeal of the Acts of Con- 
gress in subsection (a) the Secretary of Commerce is 
authorized, under such rules and regulations as he may 
from time to time prescribe to make replacements at 
cost or permit replacements at reasonable prices by per- 
sons authorized by him of the awards, medals, decora- 
tions, or other articles issued under such Acts, if lost, 
destroyed, or rendered unfit for use, without fault or neg- 
lect on the part of the owner. 


Approved July 24, 1956. 
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